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Chapter I 
WHAT IS POLITICAL ECONOMY? 


Before taking up the study of any science, we should find 
out what it studies, what its subject-matter is. Astronomy, 
for example, studies the movement of the heavenly bodies, 
geology—the structure of the earth’s crust, biology—the 
development of living organisms. What does political 
economy study? 

Political economy is the science of the laws governing 
the production and exchange of the material means of 
subsistence in human society at the various stages of its 
development. It studies the social structure of production. 
The various sciences help people 
understand the world around them, 
which exists irrespective of the will 
and consciousness of people. People themselves are part of 
that world. Hence, the world embraces both nature and 
social life. 

At every step people discover that each practical task 
demands of them some knowledge that is given by science. 
A metallurgist must know the chemical and technological 
processes at work in the blast or open-hearth furnace to 
smelt pig iron or steel. A machine-builder must know the 
laws of mechanics. The gardener understands that the suc- 
cess of his work depends on his knowledge and skilful 
application of the laws of botany, the laws of plant life. 

The same applies to social activity. It, too, can be suc- 
cessful only if it relies on a precise knowledge and skilful 
application of the laws of social development. Otherwise 
it will result in failure and disappointment. 

Every science deals with a definite field of natural or 
social phenomena. This field of phenomena is the subject- 
matter of a science. 


Natural and social 
sciences 








Political economy is a social science. Social sciences 
study the various aspects of the life of human society. They 
elucidate the laws governing the development of definite 
spheres of social life. 

Can there be a scientific knowledge of social life? 

There are some who answer this question in the negative. 
Social development, they say, differs radically from natural 
development. In nature we are able to discern unalterable 
laws—identical conditions always produce identical results. 
But this, they say, does not apply to social life, where 
everything is accidental, spontaneous and unpredictable. 
Social development depends on the innumerable actions of 
people, on a medley of undefinable individual actions. 
Outstanding people—great thinkers, rulers, generals—carve 
history as they choose. 

Is this correct? No, it is entirely wrong! 

People do make history, and on the surface social devel- 
opment may appear to be a chain of accidents. But this 
does not mean that we cannot discover the genuine causes 
governing the actions of people, including those of out- 
standing individuals. A scientific analysis of social develop- 
ment demonstrates that in the seeming medley of events we 
can discern definite laws and that social life can be studied 
no less successfully than natural life. 

Why then do some people deny that a scientific knowl- 
edge of social life can be gained? 

The reason for this is not hard to see. In our time genuine 
social science leads to the conclusion that the doom of 
capitalism is sealed, and the triumph of communism inevi- 
table. Small wonder, the ruling classes of the capitalist 
countries reject genuine social science. They recognise only 
a “science” that justifies their domination and defends their 
interests. Their “science” declares that the capitalist system 
is eternal. It also maintains that there are no laws of social 
development that impel the movement of society from the 
lowest to the highest forms. 

Conversely, the working class is vitally interested in dis- 
closing the laws of social development, in a genuine 
flourishing of social science. Marxism-Leninism is such a 
science, for it was the first to put the study of social life 
on a sound scientific basis. 

The emergence of Marxist teaching was not accidental. 
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On the contrary, it resulted from the evolving requirements 
of the working-class struggle and absorbed the valuable 
experience of the working-class movement of all countries, 
having separated the flour from the bran. For the first time 
in the history of human thought, the theory of scientific 
communism disclosed the laws governing social develop- 
ment. The knowledge of these laws lent the working class 
invincible strength in the struggle against oppression and 
slavery, for freedom and a life worthy of man. 

Marxism-Leninism proceeds from the assumption that 
human society, like nature, develops according to definite 
laws. These are objective laws, which means that they do 
not depend on the will and consciousness of people. More- 
over, they themselves largely determine the consciousness, 
will and actions of the members of society. 

We must not confuse social laws with laws enacted by 
legislative authority in all countries. The laws of social 
development are of an entirely different nature. They are 
conditioned by the whole system of social relations and, 
first and foremost, by the socio-economic system. Thus, in 
a capitalist country, the economic laws of capitalism 
operate irrespective of its constitutional regime, whether 
it is a monarchy or a republic. It is these laws that determine 
the development of industry and agriculture, the relations 
between classes and the nature of the class struggle. They 
govern the whole course of social development. 

Social life is many-sided. Marxism has discovered that 
economic relations play a special role in the aggregate of 
social relations. They are basic and primary because they 
determine all other relations. 

The economic conditions of social 
life are determined primarily by 
material production. 

People would not be able to live 
without food, clothing, shelter and other material means of 
subsistence. All of them are created by human labour. 

The labour activities of people directed at creating the 
material means of subsistence are called production. People 
apply their labour to things found in nature and change 
them to make them suitable for their requirements. To 
build houses, for example, people first cut timber, produce 
bricks, cement, iron, concrete and other building materials. 


Material production 
—the basis 
of social life 
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To manufacture clothing they grow cotton, spin, weave 
and sew. 

Along with labour in the diverse fields of material produc- 
tion, an important role is played in social life by the labour 
of people working in other fields of socially useful activity. 
This is the labour of teachers, doctors, scientists, artists, of 
those engaged in administration and the maintenance of 
law and order. This labour is also needed by society. 

The modern scientific and technological revolution 
makes the labour of scientists and the activities of research 
institutions and establishments all-important. This applies 
not only to design offices, plant laboratories and specialised 
institutes, engaged in applied sciences, but also to research 
centres working on fundamental scientific problems. 
Without modern mathematics, for example, there would be 
no artificial earth’s satellites and spaceships, no automatic 
machine-tools, automatic control systems, etc. 

Production requires that there be: 1) human labour, 
2) objects of labour and 3) instruments of labour. 

Ages of oppression and exploita- 
tion made people regard labour as 
a curse, “the curse of Adam”. 

In reality, however, labour is the main condition of 
man’s existence. Generally, nature does not provide the 
means of subsistence—food, clothing, shelter, etc.— 
ready-made. People must apply their labour to change 
the things they find in nature into material means of 
subsistence. 

Labour is the activity of people directed at adapting 
objects found in nature to the satisfaction of human wants. 

It is through labour that man takes possession of the 
life-giving inexhaustible wealth of nature. The labour of 
innumerable generations enables man to master the forces 
of nature and to use them to his benefit. 

Man develops his abilities through labour and only 
productive activity adds to people’s knowledge and skills 
and advances science and culture. People’s art and poetry, 
and the works of great artists have created immortal images 
glorifying the creative power of labour which transforms 
man from a pityful cringing worm into the ruler of nature. 

Engels gave an excellent characteristic of labour when 
he said: “It is the prime basic condition for all human 


Labour 
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existence, and this to such an extent that, in a sense, we 
have to say that labour created man himself.” 

In 1925, in the American town of Dayton, a young teacher 
by the name of Scopes was summoned for telling his pupils 
that man had descended from apes. The indictment read: 
if man descends from ape, where does God fit into the 
picture? Scopes was charged with committing a crime 
against religion. 

Yet, the young teacher only repeated what had long 
since been irrefutably proved by science. The process of 
man’s sublimation from the animal world embraces 
hundreds of millennia. Labour played the decisive role in 
that long process. Labour gradually perfected the organs, 
notably the hands, of our remote ancestors. It was through 
labour that articulate speech emerged and the human brain 
developed. 

The genuine significance of labour, the true place of 
material production in social life were first disclosed by 
Marxism, the revolutionary world outlook of the working 
class. This discovery opened a new chapter in the develop- 
ment of human thought. It laid the foundation for 
scientific socialism. The irrefutable conclusion that labour 
will become the lord of the world follows from the proposi- 
tion that labour is the maker of man’s greatness. 

One often reads of the “work” of ants, bees, spiders 
and beevers. Sometimes the “work” of the ant or beever 
is likened to that of man. However, the instinctive actions 
of animals have nothing in common with human labour. 

Human labour has two distinctive features. First, human 
labour is an activity aimed at the achievement of a pre-set- 
aim. Secondly, it is indispensably connected with the pro- 
duction of instruments of labour. 

An animal is only able to adjust itself to nature and to 
use what it finds in it. Man uses instruments to make nature 
serve his ends. Thanks to labour man begins to rule over 
nature. “This is the final, essential distinction between man 
and other animals,’ Engels wrote, “And once again it is 
labour that brings about this distinction.’”2 

When people work they set certain parts of their bodies 


1 K, Marx and F. Engels, Selected Works, Vol. II, Moscow 1962, p. 80. 
2 Ibid., p. 89. 
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—their hands, legs, brain—in motion. In the process of 
labour people expend muscular, nervous and mental energy. 
In other words, they spend their labour power. Labour 
power is man’s ability to work. Labour power in action is 
live human labour. 

In the course of history man’s ability to labour develops 

and his skills improve. 
The things people act upon, i.e., 
everything upon which man’s 
labour is used, are called objects of 
labour. Such objects can be things 
found in nature and things to which some labour has 
already been applied. In the latter case the objects of labour 
are called raw materials. Thus, every raw material is an 
object of labour but not every object of labour is a raw 
material. 

The universal object of labour is the earth (the land and 
water) and all it contains. An old economist once remarked: 
labour is the father of all wealth, the land—its mother. 
Nature provides all the objects of labour and people only 
have to adapt them to their needs. Such, for instance, is 
the fish caught in the sea or ore extracted from the bowels 
of the earth. 

Ore is the product of the labour of miners. But at an 
iron and steel works that very same ore is an object of 
labour, or a raw material. The steel produced at the works 
is an object of labour, but it is a raw material for the 
machine-builder. One and the same object of labour can 
undergo many stages of processing. 

The instruments of labour are things man uses to act 
upon objects of labour. These are the things which man in 
the process of labour places between himself and the object 
he works on. Instruments of labour transfer man’s action 
on to the objects of labour for the purpose of changing it. 

The instruments of labour play a particularly important 
role in the development of material production. These are 
the means of production that in a sense are an extension 
of man’s natural organs—his hands, legs, brain. Production 
of the instruments of labour is a distinctive feature of 
human labour. It was in this context that a writer called 
man an animal that produces instruments. In the course of 
history the instruments of labour developed a long way from 


Objects of labour and 
instruments 
of labour 
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the stone and stick of primeval man to modern sophisticated - 


machines and mechanisms, electronic computers and control 
systems used in production, science and management. 

In addition to the instruments of labour, the means of 
labour include also things used for the storage of objects 
of labour, such things as casks, pipes, all sorts of reservoirs, 
etc. Finally, in a wider sense, the means of labour are all 
the material conditions required in the process of labour. 
They first of all include the land with all the wealth it 
contains, and also production buildings, canals, roads, etc. 
The objects of labour and instru- 
ments of labour together form the 
means of production. One and the same thing is often 
a product of one labour process and an instrument of labour 
in another. Whether a thing is a product of labour, raw, 
material or instrument of labour depends on its role in the 
labour process. 

Thus, for example, a loom is the product of labour of the 
workers of an engineering works but an instrument of 
labour for the workers of a textile mill. Livestock is the 
product of the labour of livestock breeders, but is an object 
of labour or a raw material to a meat-packing plant and an 
instrument of labour (draught animal) to the farmer. 

The further society develops, the greater becomes the 
importance of the means of production, created by human 
labour. These means of production embody past labour. 
They are labour embodied in things. In political economy 
this labour is called embodied labour. 

But any means of production are no more than a lifeless 

heap of scrap until people apply their labour to them. 
Hence, a condition essential to any production process is 
the marriage of the means of production to labour power, 
i.e., the connection of embodied and live labour. 
The productive forces of society 
are the means of production and 
labour power in their interaction. 
Naturally, the decisive productive 
force of a society is man himself, his live labour power. It 
is the motive force of progress for it puts life into the means 
of production. 

The productive forces grow and multiply with social 
development. The instruments of labour become ever more 


Means of production 


Productive forces and 
relations 
of production 
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- perfect. As science and technology progress, ever new 
materials are used in production. At the same time the 
skills of people improve and their production experience 
widens. The level of development of the productive forces 
is a yardstick for measuring man’s mastery of nature. As 
time goes by man harnesses ever new forces of nature. 
Way back in the abyss of time, the discovery of fire was 
man’s greatest victory over nature. In our time man has 
penetrated into the atom and is beginning to master outer 
space. 

Man has never lived alone. People always formed groups, 
societies. Articulate speech could not have emerged without 
social life and social activity. Aristotle, the great ancient 
thinker, said that man was a social animal. Production has 
therefore a social character. The productive activities of 
people link them with an innumerable number of other 
people. At all stages of the historical development of 
society production is always social: it is always carried on 
jointly by more or less large societies, by groups of people. 

“In production,” Marx wrote, “men not only act on nature 
but also on one another. They produce only by co-operating 
in a certain way and mutually exchanging their activities. 
In order to produce, they enter into definite connections 
and relations with one another and only within these social 
connections and relations does their action on nature, does 
production, take place.” 

The relations which arise among people in the process 
of production are called the relations of production or 
production relations. 

Raine Reine Production differs much at 

> different times and in different 
nyogycron countries. This not only in the 
sense that, say, a hundred years ago there was even no 
thought of spaceships, electronic machines, man-made fibre, 
semiconductor devices, TV sets, planes, cars, power stations 
and many other things without which life would be incon- 
ceivable today. Today, too, there are highly developed in- 
dustrial countries, such as the Soviet Union, the USA, many 
Central and West European countries along with economi- 


1 K., Marx and F. Engels, Selected Works, Vol. 1, Moscow 1962, p. 89. 
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cally less developed countries, like India, Indonesia and 
some African, Asian and Latin American countries. 

The social aspect of production is also not identical 
everywhere. The social relations of people in the process 
of production are inseparably linked with their relations 
towards the means of production. The connection of the 
means of production with live labour power proceeds in a 
different way at different stages of social development. In 
capitalist society the working class is deprived of the means 
of production which belong to the bourgeoisie. Conversely, 
in socialist society the means of production are the common 
property of the working people. The question of who owns 
and controls the means of production is of decisive 
importance for characterising the social system of produc- 
tion. 

The method by which live labour is combined with the 
means of production determines the class structure of 
society. Classes are large groups of people, differing as 
regards their place in social production, as regards their 
relation to the means of production. Thus, capitalist society, 
where the means of production belong to the bourgeoisie, 
appropriates the labour of the working class. In socialist 
society, where the means of production belong to society, 
there is no appropriation of other people’s labour, no 
exploitation of man by man. 

In every society the relations of production form a 
definite system. For example, under capitalism the relations 
between the bourgeoisie and the proletariat form the basis 
upon which are built all other production relations, those 
between the landowner and the peasant, between the 
different groups of the bourgeoisie, between large-scale and 
small-scale production, etc. The aggregate of production 
relations comprises the economic system (or economic 
structure) of society. 

Production does not exist outside 
of space and time. When we speak 
of production we always refer to a certain stage of social 
development. Definite productive forces and definite rela- 
tions of production exist at every stage. Thus, for example, 
feudal relations ruled in the European countries in the 
Middle Ages and the productive forces were poorly devel- 
oped. Production relations, taken in their connection and 
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unity with the productive forces, are called the mode of 
production. 

History knows five basic modes of production or five 

principal stages in socio-economic development. They are: 
primitive society, slavery, feudalism, capitalism and social- 
ism which is the first phase of communism. 
When the oppressed rose against 
their oppressors in ancient Rome, 
a champion of the ruling class 
thought up the following fable. Society, he said, is like a 
human body. The body has a brain to control all its parts, 
hands to carry out all work, and a stomach to digest food. 
Thus, he continued, in society too there must be, on the 
one hand, people who fulfil all sorts of work, and, on the 
other, those to whom all are subordinated and who use the 
fruits of other people’s labour. 

In reality, however, the history of mankind shows that 
for ages there was no division into classes, no class exploita- 
tion and oppression. The exploitation of man by man means 
that some people live at the expense of others: the exploiting 
class appropriates part of the product created by the direct 
producers. It is the product of labour exceeding the barest 
necessities for the subsistence of the working people—the 
so-called surplus product—that forms the unearned income 
of the exploiters. 

Slavery, feudalism and capitalism are three consecutive 
stages in the economic enslavement of the working people. 
Common to all these modes of production is that the means 
of production and subsistence are, in one form or another, 
the property of the ruling class, which forces the working 
people to work for its benefit. These modes differ as regards 
the relations between the owners of the means of produc- 
tion and the mass of the working people who create all 
wealth. The relations between the exploiting class and the 
exploited class are the main production relation in each 
of these societies. Under the slave-owning system, this is the 
relation between the slave-owner and the slaves; under the 
feudal system, the relation between the feudal landowners 
and the serfs; under capitalism, the relation between the 
capitalists and the wage workers. 

But exploitation is not eternal. The whole course of 
history proves that capitalism is the last social system based 


Exploitation of man 
by man 
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on exploitation. It will inevitably be destroyed by socialist 
revolution. This revolution overthrows the power of the 
bourgeoisie and establishes the power of the working class 
which, in alliance with all the working people, builds a new, 
socialist society. j 

Socialism is a system in which exploitation has been 
destroyed forever. In socialist society there are no classes 
of exploiters and exploited, pursuing opposed interests. 
Socialist society consists of friendly classes whose vital 
interests coincide, of workers and peasants with whom the 
people’s, socialist intelligentsia is inseparably linked. The 
main production relation of socialist society is friendly co- 
operation and mutual assistance between workers free from 
exploitation. : 

In the course of history people have greatly increased 
their power over nature. But in countries where the ex- 
ploitation of man by man still exists, the working masses 
are oppressed by the existing social relations. These rela- 
tions prevent the bulk of the population of the capitalist 
countries from enjoying the benefits afforded by man’s 
greater power over nature. Things are very different in the 
Soviet Union and other socialist countries, Here the fruits 
of progress belong to the people, every advance in man’s 
rule over nature benefits the working people. 

Political economy has the task of 
revealing the economic laws of 
social development. À 

Any science studying some sphere of nature or social 
life has the aim of disclosing the laws operating in that 
sphere. Scientifically interpreted, the term “law” implies 
the internal connection of phenomena, their essence. The 
internal connection of phenomena exists whether we like 
it or not. In other words, natural and social laws are of an 
objective nature, they do, not depend on the will and 
consciousness of people. But people can discover these laws 
and make use of them. : 

A knowledge of the laws of nature gives people a power- 
ful weapon for taming its blind forces, for using them 
to the benefit of man. Electric power in the form of lightning 
is one thing. That same power used by man in production, 
for illumination, etc., is quite another. A knowledge of the 
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laws operating in social life supplies people with a basis for 
their practical activities. 

Disclosing the economic laws of capitalism, political 
economy reveals the conditions for the existence of that 
society and the trends of its development. In this way 
political economy reveals the true basis of the class 
struggle in bourgeois society, proves the inevitability of the 
aggravation of class contradictions in that society and shows 
the working class the road to socialism. 

Political economy teaches the working class in the 
capitalist countries to understand that only irreconcilable 
class struggle for the destruction of the capitalist system, 
for socialism, brings with it the liberation of the exploited 
masses. At the same time it explains the sense, significance 
and methods of the class struggle of the proletariat and its 
political and economic organisations fighting for its 
immediate demands against the onslaught of the capitalist 
monopolies on the elementary rights of the working people 
and on their living standard. 

The laws governing the economic development of bour- 
geois society prove scientifically that the doom of capitalism 
and the triumph of communism are historically inevitable. 

When a Marxist speaks of the historical inevitability of 
the replacement of capitalism by socialism, of the irrefutable 
supremacy of socialism over capitalism, he does not rely 
on blind faith or subjective wishes, but on an exact 
scientific knowledge of the objective laws of social develop- 
ment. This gives Marxism-Leninism, the only real science 
of the life and development of human society, enormous 
advantages over bourgeois science, which is unable to 
penetrate into the depth of social processes, disclose their 
nature, and determine the trends of social development. 

Investigating the nature and content of the economic laws 
of socialism, political economy proves that the victory of 
socialism in its economic competition with capitalism is 
historically inevitable. Socialism is free from the faults of 
capitalism. In socialist society production serves 
not to enrich a hundful of exploiters but to satisfy social 
requirements, to advance the people’s welfare. Socialist 
economy develops according to plan, knows no crises, no 
ruthless competition, unemployment, these destructive 
corollaries of capitalism. To use all the advantages of 
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socialism to the full, the economy must be managed 
efficiently and rationally, and maximum results must be 
obtained at the minimum outlay. This, too, is taught by 
political economy and other economic sciences. 

Socialism is built on a firm scientific basis. It opens up 
broad vistas for the utilisation of science in all practical 
fields. The political economy of socialism reveals the 
economic laws of the socialist mode of production. Society 
gets to know these laws and is guided by them in its many- 
sided practical activities concerned with economic devel- 
opment. 

Socialist society develops its economy consciously, in a 
planned way, in the interests of the whole people, with 
the aim of promoting the progress toward communism. 
Communist society embodies the highest stage of balanced 
organisation of the whole public economy. Communism 
ensures the most effective and rational utilisation of the 
material wealth and labour resources for the satisfaction 
of the people’s growing requirements. 

Economic science elaborates the methods for the most 
advisable utilisation of the resources of socialist society. It 
serves as a sort of compass pointing to the most economical 
and effective way of business activity in individual enter- 
prises, districts, and the country as a whole. It teaches 
to commensurate expenditure with returns, to strive for 
greater results at lower expenditure. 

Economic science generalises the experience of millions, 
teaches to draw on advanced achievements, discloses the 
latent reserves in every enterprise, every district, in the 
economy as a whole. This makes economic science in- 
valuable to socialist society. 

Political doa Marx’s and Engels’s revolution in 

bess! 4 gs social science is justly compared 
hiton EE with that effected by Darwinism 
in the science of organic nature. 

Before the discoveries made by Darwin the world of 
living organisms was considered petrified and immutable. 
Darwin showed that incessant changes are at work in 
organic nature. The organic world is in a state of constan 
motion. pi 

Marxism effected a similar revolution in social science. 
Marxism put a stop to the former view about the constancy, 
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the immobility of society. Marxism demonstrated that 
society develops and that this advance conforms to definte 
laws. According to these laws some forms of society are 
replaced by others. Human history is based on the develop- 
ment of material production, the changes of the modes of 
production. 

The development of the productive forces and the 
economic social system which derives from it determines 
the whole course of history. The socio-economic system 
forms the basis on which state institutions, juridical views, 
science and the arts develop. Disclosing the laws of produc- 
tion and distribution of the material wealth at the various 
stages of social development, political economy provides the 
key to an understanding of the whole complex process of 
historical development. 

The growth of the productive forces extends man’s power 
over nature and at the same time changes the production 
relations, the social system of production. One system of 
production relations existed in ancient times, another in 
the Middle Ages. The development of the productive forces 
makes old production relations obsolete and they must 
give way to new ones. 

Does this mean that it is enough for the productive forces 
to develop to replace the existing production relations by 
others? No, it does not. The development of the productive 
forces prepares the conditions for such a replacement, but 
the old social system refuses to quit the stage voluntarily. 

Throughout history social development proceeded in the 
following manner. The productive relations emerging at a 
definite level of the development of the productive forces 
promoted up to a certain time the further development of 
the latter. But, at a certain moment they become an 
obstacle to the further growth of the productive forces. 
Then the historical inevitability arises to remove the 
old production relations and to replace them by new ones. 
In a class-antagonistic society this replacement takes the 
form of a revolution. The ruling class out to maintain its 
power and wealth resists the revolution. The revolution is 
effected by the oppressed classes. It smashes the obsolete 
forms of social life and clears the road for the further 
growth of the productive forces. 
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There were many revolutions in history. But all revolu- 
tions of the past replaced one form of exploitation by 
another. The only exception is the socialist revolution 
which destroys all exploitation. For this reason there are 
no opposing classes in socialist society. Socialist production 
relations opened up unprecedented vistas for the develop- 
ment of the productive forces. As the productive forces 
grow, socialist production relations improve and gradually 
grow into communist relations of production. 

Political economy studies the most important aspect of 

society’s existence and advance—its economic life. Disclos- 
ing the laws governing social production, it provides the key 
to an understanding of the whole complex process of social 
development. Characterising the basic features of Marxist 
theory, Lenin pointed out that its economic teaching is the 
deepest, all-round, detailed confirmation of that theory. 
Lenin called this teaching the main content of Marxism as 
the theory of scientific socialism. 
Political economy deals with the 
burning problems of the class 
struggle. It studies the vital in- 
terests of the main classes of 
capitalist society. What is more, it poses and answers the 
question of the very existence of this society. 

For that reason, political economy cannot be neutral in 
the class struggle. On the contrary, it is a class, a party 
science. All talk of a neutral or above-party political eco- 
nomy is no more than a guise for economists who, 
defending the interests of the moribund classes, prefer not 
to reveal their true face. 

The exploiting classes defend their material interests and 
their rule with all the means at their disposal. In political 
economy the servants of the bourgeoisie have a dual aim: 
on the one hand, to whitewash and embellish capitalism, 
and, on the other, to blacken, and defame socialism, since 
socialism is a more progressive system than capitalism. 

In the early stages of capitalist development the bour- 
geoisie fought obsolete feudal survivals. At that time the 
proletariat had not yet appeared in the arena of social 
struggle, and the bourgeoisie was still an ascending class. 
Its scientists advanced social science. But even then their 
class limitations prevented them from discovering the true 


The class and party 
approach to 
political economy 


21 




















laws of social development. They considered the bourgeois 
system an eternal and natural state of society. 

After the bourgeoisie had come to power and the working 

class had appeared on the historical scene, bourgeois 

scientists became mere servants of the capitalists. Bourgeois 
political economy has adopted an unscientific stand. and 
turned into a defender of the capitalist system. 

The only genuinely scientific political economy is that 
of the working class, created by its great teachers, Marx, 
Engels and Lenin, and being developed and enriched by 
all Marxist-Leninist parties in the world. 

Marxist-Leninist political economy demonstrates that the 
relations and laws of capitalism are not eternal and 
immutable and that they do not apply to all societies. They 
emerge at a definite stage of social development and must 
inevitably disappear and be replaced by new, superior 
economic relations as society develops. 

Having discovered the objective laws of social develop- 
ment, Marxism-Leninism has shown that the contradictions 
inherent in capitalism must reach a revolutionary bursting 
point and that society’s transition to communism is a 
certainty. The development of world capitalism and the 
revolutionary struggle of the working class have fully 
confirmed the correctness of the Marxist-Leninist analysis 
of capitalism and of imperialism, its highest stage. 

Marxist-Leninist political economy is not afraid of the 
truth; the proletariat is the most progressive social class 
and looks into the future with confidence. The proletariat’s 
class interests coincide with the interests of progressive 
social development. The political economy of the working 
class conducts an irreconcilable struggle against bourgeois 
pseudo-science, which eulogises the decaying capitalist 
system and defames socialism. 

Marxist-Leninist political economy endows the working 
class and all progressive social forces with the inyaluable 
gift of scientific foresight, which is of enormous importance 
to successful practical action. It develops in connection 
with the general course of historical development, in close 
relation with practical tasks. The practice of socialist 
and communist construction in the socialist countries, the 
practice of the revolutionary struggle of the working class 
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in the capitalist countries for its vital interests, for socialism, 
continuously enrich Marxist-Leninist political economy. 
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REVISION QUESTIONS 


. What is the role of material production and labour 


in social life? 


. What is understood by the terms productive forces 


and relations of production? 


- What do you know about the nature of economic 


laws? 


. What advantages does the study of political economy 


offer? 





Chapler II 
PRE-CAPITALIST MODES OF PRODUCTION 


1. PRIMITIVE SOCIETY 


The emergence of 


The primeval epoch was a very long 
human society P: TIP VDE 


one. It lasted many hundred 
thousands of years and ended only six or seven thousand 
years ago. Primeval people had no written language and 
therefore left no written history behind. Scientific data on 
their life and their social relations are provided mainly by 
archaeological and ethnographical research. 

Our planet, like the whole solar system, has existed for 
several thousand million years. Hundreds of millions of 
years were to pass before life evolved on it. But eyen after 
that it took a long time for man to sublimate from the 
animal kingdom. 

Man’s remote ancestors lived in herds; primeval men 
also lived in herds. In groups they searched the land for 
food, jointly they made instruments and jointly they used 
them. The thing that distinguished human society from the 
animal herd from the very moment of its emergence was 
labour, the production of instruments of labour, The herd 
of apes devoured all the fruit it could find and then hunger 
chased it to another place. Instinct enabled them to adjust 
themselves to nature passively, and no more. Human 
society, conversely, acts upon nature by its labour. 

There is no impassable chasm dividing society from 
nature, as averred by the exploiting classes, who cannot get 
by without a “creator”. The emergence of human society 
was one of the greatest revolutionary leaps. Nature abounds 
in such leaps, in spite of the fact that this is unscientifically 
denied by the opponents of revolution. 
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Methods of Primeval man was weak and help- 
procuring theymeans less in the face of nature. Danger 
of subsistence x a 

lurked with his every step. The 
earth was inhabited by giant predators. People lived in 
herds, which probably did not exceed several dozen: a large 
number of people would not have been able to find enough 
food to subsist. They lived on roots and fruit. 

The first tools man used were stones and sticks. In a 
way they were an artificial extension of their bodily 
organs: stones—of the fist, sticks—of the extended arm. 
These simple tools put more food within reach of people. 
Simple hunting became possible. 

People hunted only small animals and fled when they 
were attacked by large predators. They hunted in groups. 
The bag was eaten jointly. Food was scarce and there were 
no stocks. 

Primeval people constantly went half-hungry. In their 
caves and pitiful huts, which barely protected them against 
cold and bad weather, they covered themselves with the 
pelts of animals they had killed. 

With the passing of time they learned to make weapons 
that were more effective than simple sticks and stones. 
They learned to use cudgels, spears, knives, hooks, harpoons 
of stone, bone and horns. These weapons enabled them to 
hunt larger animals and to take up fishing. 

The discovery of fire opened a new era in the life of 
primeval men. At first they learned to use fire and then, 
thousands of years later, to make it. People saw lightning 
set fire to trees, watched forest fires, and the eruption of 
volcanoes. Finding a fire they took pains to keep it burning 
for it protected them against beasts of prey and could be 
used to prepare food. Later, as their instruments of labour 
improved, they noticed that fire could be obtained by strik- 
ing a flint or by rubbing dry wood. 

The discovery of fire made man the master over one of 
the forces of nature. It was this discovery that separated 
man irrevocably from the animal kingdom. 

It took an extremely long time until the rough-hewn 
stones became finely chiselled instruments. Stone, wood, 
bone and horns remained the main materials for a long 
time. It was only much later that people learned to make 
tools of metal—first of metals found in nalure, such as 
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copper, later bronze, and finally of iron. The whole long 
period prior to written history is divided into ages: the 
stone, bronze and iron ages. Each of the three “ages” 
lasted many centuries, while the stone age lasted tens of 
thousands of years. 

The basic type of production 
relations in primeval society was 
simple co-operation: people worked 
jointly, fulfilled identical labour. 
Working jointly enabled them to carry out tasks during the 
hunt that were beyond the powers of one person. 

There was no private property. Everything the primeval 
group had was common property. Common labour and 
common property were dictated by the then obtaining 
development of the productive forces. The food was divided 
evenly. There were hardly enough products of labour to 
satisfy the most essential requirement. If one person were 
to receive more than the common share, some other person 
would have to go hungry. Labour did not produce any 
surplus product, i.e., it produced nothing in excess of vital 
requirements. Therefore there simply could not arise condi- 
tions for some people to live at the expense of others. 
Exploitation was impossible, i.e., there could be no system- 
atic appropriation of the fruits of other people’s labour. 
The development of the instru- 
ments of labour wrought a gradual 
change in the organisation of 
labour. First to appear were the 
rudiments of a natural division of labour, i.e., a division of 
labour according to sex and age. The imperfection of 
Weapons still prevented solitary hunting. Collective forms 
of hunting predominated: battue, beating, etc. But people 
had already begun to hunt large animals. Women were left 
behind to care for children, to look after the house, to 
prepare food. When the group moved from place to place 
the few belongings of the whole group were carried by 
women. The men had to have their hands free to hunt on 
the way. 

The invention of the bow and arrow made hunting more 
rewarding. At the same time hunting and fishing were 
becoming more complicated trades. Women were fully 
isolated from these complicated methods of procuring food. 


Simple co-operation. 
Common labour and 
common property 


Division of labour, 
Emergence of crop 
and animal farming 
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The division of labour between the sexes became permanent. 

The further improvement in the methods of obtaining 
means of subsistence was connected with rudimentary crop 
and animal farming. 

The observation that grain accidentally dropped takes 

roots and grows probably provided the impetus for taking 
up agriculture. For a long time people tilled the land with 
a simple stick, then with a stick having a bent tip—a hoe. 
Animal farming probably emerged in the same way. They 
first domesticated the young of killed animals, who instinct- 
ively followed people carrying the killed mother- 
animal away. 
As time passed by the primeval 
herd evolved into the tribal system. 
The tribe was a group of people connected by bonds of 
blood relationship. At first the group consisted of several 
dozen people. Everyone outside the group was considered 
a stranger. The tribe gradually increased and later reached 
several hundred people. At first women played the dominant 
role in the tribal community. Relationship was determined 
by the maternal line. This was the so-called matriarchy. 

The dominant position of women at the initial stage of 
the tribal system was no accident. At that time the collec- 
tion of food and hunting were supplemented by rudimentary 
crop and animal farming. Both these trades had not yet 
become the basic source of subsistence and were conducted 
by primitive methods. They were plied predominantly 
by women, who remained at home. 

With the further development of the productive forces 
matriarchy gave way to patriarchy. The dominating role 
was assumed by men. Relationship was established accord- 
ing to the paternal line. Decisive for this change was the 
development of nomadic animal breeding. Giving bountiful 
fruits it pushed primeval crop framing into the back- 
ground. But stock-breeding, like hunting, was a man’s 
job. Developed agriculture (crop farming) was also becom- 
ing a man’s job. 


Tribal system 


The heavy lot of the masses under 
The legend = the exploiting system became 
orhe ENTS responsible for the -highly 
embellished idea of the primeval era. There are legends 
about a “golden age” in the art of many peoples. This 
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legend was passed on from generation to generation. 
Religion created the myth of Paradise lost, of a Garden 
of Eden from which man had been evicted for his sins. 

In reality, however, primeval people lived a hard life. 

Nature’s power over man was unlimited. It ruled the life 
and destiny of people. How terrible are the adversities, 
privations and horrors of the exploiting system, if even 
the primeval period of man’s life has been endowed with 
the halo of a “golden age”. 
Marx, Engels and Lenin, the great 
teachers of the working class, 
called the social system of the primeval era “primeval com- 
munism”. They disproved the fabrications of bourgeois 
lackeys about the eternity of private property with historical 
evidence. History demonstrates that people lived for 
hundreds of thousands of years without any private prop- 
erty. The absence of private property, the domination of 
common property and collective labour make it possible 
to regard primeval society as primeval communism. 

At the same time the founders of scientific socialism 
emphasised the historical limitations of primeval com- 
munism. Lenin wrote that there had never been a golden 
age in the remote past of humanity, that primeval man had 
had to bear the crushing burden of the struggle against 
nature. 

The system based on common labour, common property 
and equal consumption was the only possible system in the 
primeval era. As the productive forces developed, primeval 
man gradually freed himself from the unlimited domina- 
tion by nature. At the same time the relations of produc- 
tion, based on the close cohesion of people in a collective, 
gradually deteriorated. People were to shoulder the yoke 
of class systems for many ages. 

As we saw, the initial division of 
labour was based on the natural 
distinction between the sexes and 
the age groups of people in a single 
community. Later, however, there 
emerged specialisation of different communities, and then 
individual members within the community began to 
specialise in different spheres of production. This social 


Primeval communism 


Social division of 
labour, emergence 
of barter, private 
property and classes 
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division of labour is not to be confused with the natural 
ivisi f labour. 

teres oy in places with rich pastures took to stock- 

breeding. They gave up crop farming and hunting, but 
scored considerable success in stock-breeding and began 
to produce more meat, wool and milk. i 

The separation of stock-breeding from crop farming was 
the first great social division of labour. It gave an impetus 
to the emergence of barter, private property and classes, 
to the disintegration of patriarchy and the birth of class 
ae major social division of labour, the separation 
of the trades from agriculture, created a wider basis for 
the exchange of products. The products of craftsmen were 
used fully or almost fully for Newnes This was how 

tion for exchange originated. é 
ae early stages ee was effected by the tribal 
chiefs—elders, patriarchs. With the development and 
expansion of exchange they began to regard public property 
as their own. Cattle was the principal object of barter and 
was, therefore, the first to become private property. 
Inequality as regards property emerged among the members 

unity. 
of itn ihe sooi of the productive forces the labour used 
in stock-breeding or crop farming began to bring richer 
fruit. There emerged the possibility of obtaining Supis 
labour and surplus product, i.e., an excess of labour = 
products over and above the minimum required for the 
subsistence of the worker. : 

Formerly prisoners were killed or reprieved—there was 
nothing else that could be done with them. Now pr the 
were made slaves. In addition to the division into rich an 
poor there emerged the division into masters and slaves. 
Slave labour widened the gap of inequality between people. 
Later rich nobles made slaves not only of prisoners but also 
of members of their community, who had fallen into poverty 
and debt. Beit 

Thus, the development of private property inevitably gave 
rise to the formation of classes. The primeval system was 
replaced by class society. From that time onwards on 
whole history of mankind became a history of class 
struggle. 
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2. THE SLAVE-OWNING SYSTEM 


Slavery is the earliest and most undisguised form of 

exploitation. The later two forms of exploiting societies— 
feudalism and capitalism are, to quote Marx, nothing but 
mitigated forms of slavery. 
From patriarchal At first slavery was of a patriarchal 
slavery to the nature. There were few slaves and 
a veowning mode their owners worked together with 
of production them. At that time slaves were 
basically helpers in the household, or domestic servants. 

The master had unlimited power over his slaves but the 
sphere in which slave labour could be applied was very 
limited. Slave labour was used to satisfy the various wants 
and requirements of large patriarchal families. 

Further development brought a radical change. The in- 
vention of iron smelting revolutionised production, The 
iron axe and iron-tipped hoe made it possible to cultivate 
large tracts of land. Small farmers could not cope with 
ae volume of land but slaye-owners using slave labour 
could. 

The development of stock-breeding took a similar turn. 
The herds of rich families grew quickly and additional 
hands were needed to look after them. This task too was 
solved by slave labour, 

With the growth of the social division of labour and the 
development of exchange separate clans and tribes drew 
closer and formed unions. This changed tribal institutions. 
Elders and war leaders became counts and kings. Formerly 
they held authority as persons who had been elected by the 
tribe or the union of tribes. Now they began to use their 
power to defend the interest of the propertied élite 
to oppress their ruined fellow-tribesmen and to sup- 
press the slaves. Armed detachments, courts, and punitive 
institutions also served the same purpose. This is how the 
state emerged, the ruling class’s instrument of violence 
over the exploited masses. 

In the period of the full develop- 
ment of slavery, slave labour 
formed the basis of social existence. The number of slaves 


stew enormously. Their exploitation assumed a monstrous 
scale and forms. 





Exploitation of slaves 
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Large enterprises shot up, using the labour of many 
hundreds, sometimes of thousands of slaves. Great numbers 
of slaves were used also as domestic servants, pandering to 
the whims of the slave-owners. 

In the fields, gangs of slaves laboured from early in 
the morning till late at night to the crack of the whip. They 
lived in mud-huts that resembled caves of beasts rather 
than human dwellings. They were half-starved, were given 
food that was not always fit for animals. Slaves were often 
taken to work in irons to keep them from escaping. They 
were branded to make them easy to catch if they escaped. 
Many of them wore an irremovable iron collar on which 
their owner’s name was engraved. 

Slave labour was undisguised forced labour. Not only 
the means of production but also the workers were the 
property of the exploiting class. Slaves were bought and 
sold like cattle. The slave-owner could even kill his slave 
if he so desired. Slaves were treated worse than cattle. They 
were often cheaper than cattle. In Rome sick and old slaves 
nobody wanted to buy were taken to a remote island and 
left there to the mercy of fate. 

Everything created by the labour of slaves belonged to 
the slave-owner. He supplied the slaves with the instru- 
ments and materials for production, and distributed work 
and the means of subsistence among them as he wished. 

Requirements grew as exchange developed. The slave- 
owners intensified the exploitation of slaves. They 
appropriated not only the surplus but also a substantial 
share of the necessary labour of their slaves. They at- 
tempted to get more work from the slaves and a larger 
share of their product. 

In the  slave-owning formation 
production techniques were 
extremely primitive and did not 
advance. For centuries the instruments of labour did not 
develop beyond the simple tools used by artisans. 

Artisan slaves were often highly skilled, but their 
instruments of labour were primitive. People and animals 
were the only tractive force to be used in those days. The 
only instruments in addition to manual tools, were 
mechanical devices multiplying muscular power, such as 
levers, blocks, gears. 


Technological 
stagnation 
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Grain was generally ground by hand. The water mill came 
to Rome only in the first century B.C., but even then it did 
not become popular: slaves or animals were used as before 
to turn the grind-stones. Even though ancient people knew 
of the action of steam, they did not know how to use it. 
A writer of that time describes the principle of a steam 
engine, but he describes it as a curiosity, as a thing that 
should “cause extreme amazement”. 

Slave labour was unproductive. A slave was not interested 
in the results of his labour. His position remained hope- 
less and oppression did not become less hard to bear no 
matter how hard he worked. The slave-owners were not 
particularly interested in raising labour productivity: they 
commanded an enormous free labour force. 

Considered no more than a thing and treated like an 

animal, the slave generally expressed his protest and indig- 
nation by smashing the instruments of labour. That is 
why only the simplest and unproductive instruments 
were used. Slave labour was expended extremely unproduc- 
tively. The ruling classes wallowed in luxury. Waste- 
fulness was rampant. 
Under the slave-owning system 
the basic mass of products was 
produced not for exchange but for 
the direct consumption of the 
slave-owner, his numerous hangers-on and family. Gradual- 
ly, however, exchange began to play a greater role. 

In political economy the product manufactured not for 
direct consumption but for exchange, for sale, is termed 
a commodity. Production for exchange, for sale, is called 
commodity production. An economy that produces not for 
exchange but for consumption is known as a natural 
economy. In a natural economy the products of labour are 
used in the household in which they are produced. 

At first exchange was purely accidental. Generally, it 
took the form of barter, of a direct exchange of one product 
of labour for another. A stock-breeders’ community, for 
example, gave a sheep and received two bagfuls of grain 
in return. But, gradually exchange expanded and became 
regular. 

It was then that the need for a special commodity arose, 
for one that could serve as a medium of exchange. Sponta. 


Development 
of exchange and 
emergence of money 
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neously, one commodity out of the mass of commodities was 
given preference over all others. It was willingly accepted 
in exchange for all other commodities. This was because 
it could be exchanged for any other commodity. It became 
the yardstick for the value of all other goods. Money is 
such a universal commodity. The appearance of money in 
turn furthered the growth of trade links, the development 
i duction. 

ee The development of handicrafts 
and the growth of exchange led to 
the foundation of towns. First towns were small and did not 
differ very much from the countryside. But gradually 
manufacture and trade concentrated in towns. The way of 
life and activities of the urban population began increas- 
ingly to differ from those of the rural population. : 

That is how the separation of town from countryside took 
lace. 

5 While exchange was still weakly developed, the 
producers—crop farmers, stock-breeders, artisans— 
exchanged their goods themselves. But the mass of the 
commodities exchanged grew steadily. At the same time 
there was an extension of the territorial limits within which 
the exchange was effected. Merchants appeared, who 
bought goods from the producers, took them to the market, 
sometimes quite remote from the place of manufacture, 
and sold them to consumers. 

That is how trading capital originated. : ; 

The growth of production and exchange considerably 
increased the inequality as regards property. The rich now 
owned not only the mass of slaves but also large sums of 
money. The poor were forced more and more often to turn 
to them for loans. Usury brought great riches to few and 
bondage and ruin to many. 

That is how usurious capital emerged. - 

The activities of trading and usurious capital undermined 
the foundation of the natural economy. The expansion of 
exchange wetted the appetites of the slave-owners. But 
slave-owning society made the workman (the producer) a 
thing. In these conditions, trading and usurious capital 
could not master production and effect a switch-over to 


Trade and usury 
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wage labour. It, to use Marx’s vivid expression, stuck to the 
mode of production based on slavery, bleeding it white to 
complete exhaustion. 


Having achieved dominance, the 
Contradictions of slave-owning system could not 
pe slave-owning ensure a substantial development 
ystem 5 A s 

of technology. At the same time it 
ruthlessly destroyed human labour power, the main pro- 
ductive force of society. 

At large slave-owning enterprises there was much more 
joint labour than in the primeval era. Simple co-operation 
was used on a hitherto unprecedented scale. However, the 
slave-owning mode of production was unable to awaken 
the dormant forces of collective labour. This was because 
it did not create collectives but transformed the workman 
into a simple instrument, into a thing. 

The slave-owning system educated a deep contempt for 
labour. Formerly, while there were patriarchal relations 
between the master and his slaves, both worked jointly in 
the field and at home. But as the slave-owning mode of 
production asserted itself things changed radically. The 
slave-owners withdrew more and more from the control of 
production. They passed those duties on to managers and 
supervisors, who for the most part were recruited from 
among the slaves. Physical labour came to be considered 
the lot of slaves, an occupation unworthy of free people. 
Contempt for productive labour became an obstacle to 
social development. 

As the slave-owning mode of production developed small 
producers were ruined. Their households fell into decay 
because they were unable to cope with the fierce competi- 
tion from large-scale production founded on slave labour. 
At the beginning of the first century A.D. the whole of Italy 
was divided into a comparatively small number of latifundia 
— enormous estates. Sheep farming had ousted crop farm- 
ing, the fields had become pastures, the labour of free 
farmers—slave labour. 

Ruined small producers were pushed out of the produc- 
tion process without any hope of ever returning to it. They 
turned into an idle crowd demanding bread and entertain- 
ment. The slave-owning state gave them handouts out of the 
surplus product created by slave labour. 
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In ancient Rome these people were called proletarians. 
The Roman proletariat was the exact opposite of the modern 
proletariat: in Rome the proletariat lived at the expense 
of society, under capitalism society lives at the expense of 
the proletariat. : 

The ruin of the peasantry undermined slave-owning 
Rome’s military power. Soldiers for the Roman legions were 
recruited from among slaves and emancipated slaves. 
Defeats took the place of victories and dried the mainspring 
of the unending supply of slaves. 

As compared with the primeyal era 


Downfall 5 the slave-owning system was a 
of the slave-owning step forward in human history. 
system 


However, later that system became 
a fetter to the further development of the productive forces. 
Having become an obstacle to social development the slave- 
owning mode of production perished under the burden of 
the contradictions tearing it asunder. 

Having achieved full domination, slavery became 
obsolescent. Commerce decayed, once rich lands lay in 
waste, the population declined, formerly flourishing trades 
were ruined. ; 

Having become unprofitable slavery was doomed. But its 

poison continued to work in people’s minds—free people 
despised productive labour. Rome, as pointed out by Engels, 
landed in a blind alley: slavery had become economically 
impossible, the labour of free people was held in moral 
contempt. The first could no longer, the second could not 
yet become the basic form of social production. Only a 
radical revolution could provide a way out of this 
quandary. 
i As lase eas production declined, the struggle of 2 the 
enslaved masses against the oppressors intensified. Uprisings 
of slaves intertwined with the struggle of the ruined small 
peasants against the rich slaye-owning élite. 

The slaves hated their oppressors, but they had no clear 
objectives. They dreamed about a restoration of the 
patriarchal system, which had become a thing of the ir- 
revocable past. The slave uprisings therefore could not 

an end to exploitation. 
PE feudal REA replaced the slave-owning system. 
Feudal forms of exploitation opened up greater possibilities 
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for the development of the social productive forces than 

the slave-owning system. 

EAT With the fall of the ancient world, 

capitalism the slave-owning system was no 
longer the dominant social system. 

However, slavery as such was not abolished. 

It reappeared on a large scale at the dawn of capitalism. 
After the conquest of the Americas, at the end of the 16th 
century, Europeans introduced slavery there. The enslaved 
Indians quickly died out as a result of the back-breaking 
toil they were forced to do. Their uprisings were cruelly 
suppressed. “The only good Indian is a dead Indian”, 
“witty” colonialists used to say. 

Then African slaves were brought to the Americas. The 
slave trade came into being. It flourished in the 17th and 
18th centuries. Enterprising adventurers organised the slave 
hunt in Africa. 

The exploitation of Negro slaves in America became extre- 
mely brutal when the market for slave labour products, espe- 
cially for cotton, expanded. The demand for cotton grew 
with the development of the textile industry in England and 
other European countries. Work on the cotton plantations 
of the slave-owners drove completely healthy people to an 
early grave after an average of seven years of work. 

In the Civil War (1861-1865) the industrialy developed 
North defeated the slave-owning South. Juridically slavery 
was abolished. But Negroes continued to be the most op- 
pressed part of the population. 

Although slavery was abolished in America, it did not 
disappear from the capitalist world. Remnants of slavery 
remained in many colonies and semi-colonies. Only the 
abolition of colonialism proceeding in our time will 
eradicate the disgrace of slavery once and for all. 


3. FEUDAL SYSTEM 


Emergence of 


feudalism The feudal system arose in Western 


: Europe on the ruins of the Roman 
slave-owning system, on the one hand, and the disintegra- 
tion of the tribal system of the Vandals, who pillaged Rome, 
on the other. Feudalism was the child of these two parents. 

The Roman Empire fell at the end of the 15th century. 
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The tribes that conquered Rome seized a large part of its 
territory. At first the land became common property. Soon, 
however, the chieftains began to appropriate the people’s 
property. Monarchic power emerged. 

The kings distributed the land among their retinue, who 
at first received the land for lifelong tenure, later, however, 
it became their hereditary possession. Large plots went to 
the Church, which became a pillar supporting the monarchy. 
The king’s body guards and servants, the princes of the 
Church and monasteries were all given huge estates. 

Those given land were obliged to render military services 
to the king. The land was still worked by small producers, 
who were dependent on their new masters. The masters 
imposed manifold duties on the dependent peasants. 

The plots of land distributed by the new owners were 
known as feuds (or fiefs), their owners as feudals. This is 
how feudalism got its name. 

In Russia feudalism superseded the early form of slavery 
(patriarchal slavery). When agriculture became the 
principal occupation of the population, the land was con- 
sidered “no-one’s” or “god’s”. The land cleared of forest 
and tilled by peasants was the property of the peasant 
commune. Soon, however, the princes, like the kings in 
Western Europe, seized the land. They made large plots 
their property, and distributed large tracts of arable land 
among boyars (nobles) and monasteries. 

From the lith to 19th centuries, feudalism oppressed 
millions of peasants. After the formation of Muscovy 
(14th-15th centuries), the princes and tsars divided the land 
among their retinue. 

At first the peasants were not attached to the land and 

were allowed to move from one landowner to another. But 
at the end of the 16th century this right was revoked and 
they were attached to the land and became serfs. 
i Like the slave-owning economy, the 
feudal economy was mainly natu- 
ral. The rule of natural economy 
was especially undivided during early feudalism. 3 

The peasants produced predominantly for their own 
consumption and exchange was only accidental. The feu- 
dal lord also rarely resorted to trade: almost everything 
he needed for his upkeep and that of his family and retinue 


Domination of 
natural economy 
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was produced by the labour of serfs. All sorts of artisans 
lived on the estates: blacksmiths, millers, bakers, joiners, 
harness-makers, etc. 

Typical of the feudal system is a combination of agricul- 
ture—the main type of labour—and the domestic trades, 
playing a supplementary role. This combination formed the 
basis of the natural economy. 

LRA Agronomical methods were primi- 

a tive, especially at the beginning of 
ee chnology the feudal period. In the 9th-10th 
centuries the long-term fallow system was still predomi- 
nantly in use in Western Europe: a plot was sown for 
several years in succession and then left to “recuperate” 
for 20-25 years. Only one-fifth to one quarter of the avail- 
able land was used under this system. Later the two-field 
system of agriculture was introduced. In the 11th century 
three-field rotation became widespread. It remained the 
dominant system of agriculture for many centuries. 

Only primitive implements were used: spades, picks, 
wooden ploughs and sickles. There was little livestock be- 
cause of frequent wars. The peasants often had to draw 
the plough themselves. 

Yet, under feudalism the productive forces reached a 
higher level than they had under the slave-owning system. 

Slowly but surely the methods of grain farming, market 
gardening, wine- and butter-making were improving. The 
methods of smelting and working iron were advancing and 
gradually iron ploughs, harrows and looms became more 
widespread. The development of the trades and the gradual 
improvement of the instruments used by artisans created 
conditions for the emergence at the end of the feudal era 
of capitalist manufactures. 

Feudal landownership was com- 
ee bined with „direct rule over the 

people who in one form or another 
were attached to the land. 

The land was the decisive means of production in those 
days. It was the property of the feudal lord. But the power 
of the lord was determined not so much by the size of his 
estate as by the number of dependent people. 

The feudal system was based on the exploitation of 
peasants by the landowners. The latter appropriated the 
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surplus product of the peasants’ labour. The two main 
forms of feudal exploitation were corvée and rent in money 
or kind. 

Corvée meant that the landowner appropriated the sur- 
plus labour of his serfs directly. Under the rent system 
he appropriated the product of that labour. 

Under the corvée system the peasant worked part of the 
week (say, three days) with his own means of production 
(cattle, plough, etc.) on his plot, and the rest of the week 
(ie., the remaining three days) with the same means on 
his master’s fields. : 

Under the rent system the peasant was obliged to hand 
over regularly to the landowner a definite amount of grain, 
cattle and other agricultural products or a definite amount 

ney. 
ee was paid either in kind or in cash. More often 
than not, in addition to the payment of rent, the serfs had 
to render various services on the landowner’s estate. ; 

The surplus product appropriated by the landowners is 
termed ground rent. The surplus product appropriated by 
the ruling class under feudalism is called feudal _ground 
rent. The condition making possible its appropriation was 
feudal landownership, combined with direct rule over the 
eo its development, feudal (pre-capitalist) rent passed 

through three stages and correspondingly assumed three 
forms: 1) corvée, 2) rent in kind and 3) rent in cash. A 

A. Radishchev, a progressive Russian writer of the ong 
of the 18th century, gave a vivid description of the life o 
serfs in tsarist Russia. He once met a peasant who “oe 
tilling the land on a Sunday. “Aren’t the other days oF F 
week enough?” the writer asked. The peasant replied d 
he was working the landowner’s fields for six days a we 5 

Such cruel exploitation reduced the serfs to app e 
poverty. Radishchey describes a hut without vind me 

wind blowing through the many cracks in the wa ae a 

stove without a chimney; a pot taat handy, ever con 
5 Š are aff. 

hre . Sh at iso ae feudal dependence 

Kenda “chattel slavery”. From the day w 

is bi to his dying day the peasant was completely 

Pa on his ek poy master. This dependence and 
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lack of rights became particularly pronounced in the late 
stages of feudalism, when the oppression of the landowners 
became unbearable. 

The landowners sold their serfs, lost them at cards, 
exchanged them for horses and dogs. The wealth of the 
landowner was measured by the size of his land, the num- 
ber of “souls” (i.e., serfs). Under serfdom in Russia a 
peasant could be mortgaged like all other property. 

A. Herzen, the outstanding Russian writer and democrat 
of the 19th century, bitterly styled serfs “baptised proper- 
ty”. The landowners competed in thinking up way of tortur- 
ing them. Particularly cruel was a certain Saltykova, who 
under the reign of Catherine II owned about 600 “souls” in 
Moscow, Kostroma and Vologda gubernias. She tortured 
139 people to death. 

There was little difference between the conditions of a 
serf and a slave. And yet, as distinct from the Slave, the 
serf could (as Lenin emphasised) spend at least part of his 
time on his plot and did to some extent belong to himself. 
This opened up before society ways of development, incon- 
ceivable under slavery. 

o All forms of feudal exploitation 
Pe E E boiled down to the appropriation 
in feudal society by the landowners of other people’s 

labour or the product of that 
labour. But different forms of exploitation tended different 
possibilities for the economic development of society. 

Under the corvée system, the peasant spent his surplus 
labour on the landowner’s field under the supervision of 
the landowner or his manager. Paying rent, the peasant 
eos to spend the surplus labour while working on his own 
plot. 

Labour for himself and labour for the exploiter were no 
longer noticeably divided in space and time. On the face 
of it, the peasant could dispose of his working time at his 
discretion, but a considerable part of that time continued 
to be spent on the landowner. 

Under the corvée system the serf was interested in raising 
labour productivity only during the time he was work- 
ing on his plot. Under the rent system it was advantageous 
to him to raise the productivity of his entire labour. 

The transition to rent in cash forced the peasant to sell 
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the product of his surplus labour on the market in order 
to be able to pay the rent to the landowner in cash. The 
peasant household thus became linked with the market. 
began to lose its former natural character, took to an ever 
growing extent to commodity production. 

The development of exchange undermined the foundation 
of the feudal system and prepared its supersession by capi- 
talism. It accelerated the stratification of the peasantry. 
Under natural economy stratification proceeded only within 
very narrow limits. With the transition to production 
for the market some peasants grew rich, but the bulk fell 
into poverty. 

The fall of the ancient world meant 


Medieval towns: the fall of towns. Many of them 


The cae were destroyed and disappeared 
from the face of the earth forever. Others turned into large 
villages. 


In the Middle Ages towns gradually began to revive. In 
the early stages of feudalism there was no big difference 
between town and country. The peasants produced a large 
part of the artisan articles they needed for themselves and 
for the landowner. In the towns the population not only 
plied the crafts and trade, but also worked the land. The 
medieval town, surrounded by fields and pastures, looked 
very much like a big village. 

At first the artisans in towns worked according to orders. 
The feudal lord or peasant supplied the artisan with raw 
materials and the latter delivered the finished article. 
Generally, the artisan was paid in kind. The instruments of 
labour were extremely primitive and constituted the prop- 
erty of the artisan. His product hardly ever reached the 
market. At that stage the crafts were in stagnation, similar 
to small-scale peasant farming. 

Gradually, however, the artisans were drawn into the 
commodity exchange. In addition to work according to 
orders, the artisans began to produce for the market. In a 
sense the artisans became the vehicle of commodity pro- 
duction, while the peasants continued to live under the 
natural economy. 

As time went on the crafts became more and more profi- 
table. The townspeople gradually gave up agriculture. 
The peasants began to buy manufactured articles from the 
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townspeople. Thus evolved the final division between the 
crafts and agriculture, and between town and country. 

The artisan, as distinct from the peasant, could not exist 
by consuming the products of his labour. He had to 
exchange his products for means of subsistence and for raw 
materials he needed to ply his trade. Therefore the devel- 
opment of the crafts was closely linked with the develop- 
ment of trade. 

In the initial stages trade was carried on only in the 
products being supplied by artisans and serfs, and also in 
those brought from remote countries. But with the devel- 
opment of trade these sources became insufficient. Small- 
scale artisan production was unable to provide goods in 
large enough amounts. They hardly sufficed to satisfy local 
market requirements. The need for the expansion of pro- 
duction became acute. 

Small-scale commodity production was unable to ensure 
the expansion of production. Its possibilities were far too 
limited. It became necessary to make the transition to 
large-scale production. 

At the end of the 14th century in Italy, and in the 16th 
century in other countries, the first large enterprises came 
into being. These were capitalist manufactories. They were 
owned by capitalists and employed wage workers. 

Capitalist relations thus matured in the womb of feudal 

society. 
As compared with the slave-owning 
system, feudalism was a step for- 
ward in social development. The 
productive forces were given some scope for development. 
However, their growth possibilities were limited. 

Feudal relations in the countryside and guild limitations 
in town fettered technological progress. Long feudal wars, 
ravaging epidemics turned flourishing regions into deserts, 
decimated the population. 

Feudalism gave birth to forces which subsequently strove 
to break out of the limits set by that system. The social 
division of labour grew, exchange expanded, production 
techniques improved slowly but surely, especially in the 
urban crafts. The natural economy was being undermined 
by the exchange, while growing exchange eroded the foun- 
dations of the feudal mode of production. 


Downfall of the 
feudal system 


42 


The feudal system fell under the pressure of the bour- 
geois elements that had matured in its womb, under the 
impact of the class struggle of the oppressed and cruelly 
exploited masses, who had realised that it was impossible 
to continue living in the old way. 

Throughout the era of serfdom the peasants had strug- 
gled bitterly against the feudal lords and their system. The 
struggle of the. serfs became particularly intense in the late 
feudal period, when the exploitation of serfs intensified 
to the utmost. 

Peasant wars undermined the feudal system and led to its 
downfall. The struggle of the peasants against the landlords 
was used by the nascent bourgeoisie to hasten the downfall 
of the feudal system and to substitute capitalist exploita- 
tion for feudal exploitation. The peasants constituted the 
bulk of the insurgents in the bourgeois revolutions. Bour- 
geois revolutions overthrew the rule of the feudal lords and 
opened up wide vistas for the development of capitalism. 

Having seized power from the 
Fe feudal the bourgeoisie soon 
ualer c realised that it was threatened by 
the rising working class. The bourgeoisie then hurried to 
enter into an agreement with those who only yesterday 
were its enemies. 

In most countries the ruling bourgeoisie left the system 
of feudal tenure intact. A handful of landowners continued 
to own an enormous portion of the land. The exploitation 
of the peasants by the landowners remained, changing only 
in form. 

The residua of feudalism were particularly heavy in the 
economically backward countries. In the colonial and semi- 
colonial countries the people had to bear the double burden 
of feudal oppression and capitalist oppression. The colonial- 
ists were supported by the feudal lords and in their turn 
they supported the feudal lords in every way, saving them 
from the anger of the people. : 

In tsarist Russia capitalist relations intertwined with the 
many remnants of serfdom, the omnipotence of the land- 
owners, the presence of a vast sea of landless and land- 
hungry peasants. Only the Great October Socialist Revolu- 
tion, which put an end to the bourgeois system, swept away 

all the vestiges of the feudal system. 
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REVISION QUESTIONS 


. How did class society arise? 

- What is the essence of the slave-owning form of 
exploitation? 

. What are the distinctive features of the feudal mode 
of production? 


THE CAPITALIST SYSTEM 


Chapter III 
CAPITALIST COMMODITY PRODUCTION 


1, COMMODITY PRODUCTION UNDER THE DOMINATION 
OF PRIVATE PROPERTY 


Conditions In capitalist society, products are 
for the emergido manufactured mostly for sale. A 
of commodity 

production product manufactured for sale, for 


exchange, is called a commodity; 
an economy manufacturing products for exchange is called 
a commodity economy. An economy in which products are 
made for direct consumption and not for sale is called a 
natural economy. 

Commodity economy emerged when the primeval system 
was disintegrating and private ownership of the means of 
production appeared. It existed under the slave-owning 
system and under feudalism; but it did not play a dominant 
role in those days. The serf gave a considerable part of the 
products of his labour to the landowner and received noth- 
ing in return. For a long time only a small share of the 
products was manufactured for sale on the market, the 
bulk was used in the household producing them. 

Commodity production developed considerably when 
feudalism began to disintegrate. But it became dominant 
only under capitalism. 

Capitalist enterprises produce their entire output for sale. 
As capitalism develops, small producers (the peasants) sell 
an ever increasing share of their output on the market. 
Almost all means of production and articles of consumption 
are bought and sold under capitalism. Thus commodity 
production becomes all-embracing, universal. 

Commodity production is based on the social division of 
labour. The social division of labour means that individual 
members of society produce different products. Such a 
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division of labour existed even before the emergence of 
commodity production. There were craftsmen. in many 
primeval communities: a blacksmith, potter, miller, etc., who 
manufactured all sorts of implements and household articles 
for the community. The community, in turn, supported them 
for their work, supplied them with agricultural products. 
For natural economy to become commodity production 
there must be in addition to the social division of labour 
also private ownership of the means of production. When 
the artisan becomes the private owner of his means of 

production he begins to sell the products of his labour. 
Hence, the conditions for the emergence and develop- 
ment of commodity production are 1) the social division of 
labour and 2) private ownership in the means of production. 
When there were no large capitalist 


Simpie and a enterprises, production was con- 
capitalist commodity : a 
production ducted by small commodity 


producers—peasants and artisans. 
They were self-employed, hired no workers, owned simple 
and inexpensive instruments of labour. This economy of 
small commodity producers, exchanging the products of 
their labour, is known as simple commodity production. 

Simple commodity production has an important feature 
in common with capitalist commodity production—both are 
based on private ownership of the means of production. 
But at the same time simple commodity production differs 
substantially from its capitalist counterpart. 

Simple commodity production is based on the personal 
labour of small commodity producers. Capitalism is based 
on the labour of wage workers, who do not own any means 
of production and are subjected to exploitation by the capi- 
talists, the big owners of the means of production. 

Capitalism develops by ruining and subjugating small 
commodity producers and transforming many of them into 
wage workers. Simple commodity production inevitably 
gives rise to capitalism. 

Thus, the production of commodi- 
ties, i.e., of articles designed for 
exchange, for sale, is dominant 
under capitalism. What are the properties of a commodity? 

To be a commodity the product of labour must satisfy 

some human want; therein lies its utility. This property 


Dual nature 
of the commodity 
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of the product of labour makes it a use value. The fact that 
meat and milk satisfy people’s requirements for food makes 
these products of labour use values. A shirt, coat, shoes 
serve to satisfy the requirement of people for clothing and 
footwear, and this makes them use values too. 

Many things that are not products of human labour have 
a use value, for example, the water of a spring and wild- 
growing fruit. 

Products of labour satisfy definite human wants both 
in natural and in commodity economy. The bread a peasant 
produces for his own consumption satisfies his requirement 
for food and, hence, is a use value. The bread the peasant 
produces for sale has the same useful property: if for some 
reason bread were to lose this property (were to rot and 
become unfit for consumption) nobody would buy it. But 
by becoming a commodity bread acquires also another very 
important property: it can be exchanged for any other 
commodity. 

Thus, a commodity is 1) an article that satisfies a definite 
human want and 2) an article that can be exchanged for 
another article. = 

Commodities are exchanged in definite proportions. Say, 

a bagfull of flour is exchanged for a pair of boots. A com- 
modity can be exchanged in a definite quantitative relation 
for another commodity, i.e., it constitutes what is called 
an exchange value (or simply a value). This property is 
acquired by a product of labour when it becomes a com- 
modity. Hence a commodity has two properties: it has 
a use value and value. 
For articles of different use values 
to be exchanged they must be com- 
mensurable. In fact, we only ex- 
change articles because they have different use values. 
Nobody would be interested in exchanging a kilogram of 
bread for a kilogram of the same bread. Nobody would think 
of selling a pair of boots to buy for the money he received 
an identical pair of boots. Only articles satisfying different 
human wants are exchanged. = 

The quantitative relations in which commodities are 
exchanged fluctuate frequently. Some commodities become 
cheaper, others more expensive. Yet, no matter how great 
these fluctuations, a ton of copper, for example, is always 


Labour as 
the basis of value 


47 





more expensive than a ton of steel and is always cheaper 
than a ton of silver or, especially, of gold. Hence, there 
must be some more or less sound basis for the quantitative 
relations in which commodities are exchanged. What con- 
stitutes this basis? 

Every quantitative comparison presupposes some common 
property in the articles being compared. One often compares 
entirely different things, but for such a comparison to be 
possible they must have something in common. It is also 
necessary that this common property be measurable. We 
can say, for example, that a steel sheet of a certain size 
weighs as much as two sacks of flour. The steel sheet and 
the two sacks of flour have something in common: their 
weight. This enables us to compare two different things like 
steel and flour. 

If a bushel of grain is exchanged, for example, for ten 
horseshoes, this means that the two commodities have 
something in common. What is the thing they have in com- 
mon? What is this common property that makes these two 
different commodities commensurable? 

This property is not their weight, volume or hardness. 
for a bushel of grain and ten horseshoes have entirely 
different weights, volumes and other physical properties. 
It is also not the utility of the two commodities, for their 
utilities are also of an entirely different nature. Commodi- 
ties having absolutely different use values possess only one 
common property, namely, they are products of human 
labour. 

This property can be measured: labour is measured by 
the amount of time spent on the production of a given com- 
modity. The amount of labour spent on the production of 
commodities determines the proportions in which one com- 
modity is exchanged for another. 

Thus, exchange relations of commodities are based on 
the labour spent on their production. 

This is confirmed by many commonly-known facts. Many 
commodities which were once expensive have become much 
cheaper when better technology decreased the amount of 
labour needed for their production. Some 50 years ago. 
aluminium, for example, was dozens of times more expen- 
sive than silver. Now its price is a fraction of the price of 
silver. This is because the development of electrotechnics 
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made it possible to produce aluminium with much less 
labour. 

While exchange was comparatively rare, products were 
exchanged in accidental relations. But the position changed 
when a large share of the social product was manufactured 
lor exchange. The relations that established themselves for 
the exchange of commodities began more and more fre- 
quently to correspond to the amount of labour expended 
on their production. 

At the beginning of the past century in many European 
countries the bulk of the population still consisted of small 
commodity producers. In these conditions, when a farmer 
exchanged grain for horseshoes, he knew very well how 
much labour the blacksmith had expended on their manu- 
facture. The farmer gave for the horseshoes an amount of 
grain which approximately embodied as much labour as 
that which had been expended on the manufacture of the 
horseshoes. 

In turn, the village blacksmith and also the town artisan 
knew the conditions on the farm: more often than not he 
had a plot of land himself, a market garden and domestic 


cattle. In this way labour expended on the production | 


of commodities was the only possible basis for their 
exchange. 

The labour embodied in the commodity forms its value. 

The exchange of commodities according to value, i.e., in 
proportion to the amount of labour expended on their pro- 
duction is an economic law of commodity production. 
The value of a commodity is deter- 
mined by the amount of labour 
spent on its production. Yet how 
can we explain that identical commodities, on the produc- 
tion of which one producer spent more labour than others, 
still sell at the same price? 

True, different commodity producers expend different 
amounts of labour on the production of identical commodi- 
ties. This is because different manufacturers produce com- 
modities under different conditions. Some have only simple 
instruments and manufacture commodities by manual 
methods, others use machinery. Some have less production 
experience, others have more. 


Socially necessary 
labour time 
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But the consumer does not care how much labour has 
been expended by the individual commodity producer on 
the commodity. If the quality of the commodity is the same, 
the price should also be identical. 

The value of a commodity does not depend on the 
amount of labour every individual commodity producer ex- 
pends on its production in every individual case. The value 
of the commodity is determined by the amount of labour 
time necessary to produce a given commodity in conditions 
normal for the technological level of production in the given 
society and with the average level of skill and intensity of 
labour. 

The average labour time required for the production 
of a commodity is called the socially necessary labour 
time. The socially necessary labour time determines the 
value of the commodity. 

A TE As we already know the commodity 

of the labour embodied is both a use value and a value. The 

in a commodity labour embodied in the commodity, 
too, has a dual nature. 

Labour is just as diversified as the use values it produces. 
The labour of the locksmith differs from that of a shoe- 
maker, the labour of a miner from that of a tailor. 

Different kinds of labour differ from each other as regards 
their purpose, their methods, their instruments, their objects, 
and also their results. A miner uses a coal cutter, makes it 
cut into the coal seam to obtain coal. A tailor uses a sewing- 
machine, scissors, needles, he cuts and sews cloth to produce 

garments. 
` Hence, every use value embodies a definite, concrete kind 
of labour: coal—the labour of a miner, garments—the 
labour of a tailor, steel—the labour of a steel founder. 

But being exchanged all these different commodities are 
compared and commensurated. For example, a definite 
amount of coal costs as much as a pair of boots. In this 
commensuration the use values of the commodities are 
ignored because they are incomparable. Here we discover, 
as stated above, that different commodities have a common 
property, namely, that they are products of labour, are 
values. 

Disregarding the use values of the commodities, we can 
also disregard the differences between the concrete types of 
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labour of the commodity producers. Exchanging coal for 
boots we disregard the difference between the concrete 
labour of the miner and the concrete labour of the shoe- 
maker. Coal, boots and all other commodities are considered 
products of human labour in general. 

Therefore, the labour embodied in the commodity is con- 
sidered homogeneous, an expenditure of human labour 
power in general—abstract labour. As such the expenditure 
of labour power of different producers does not differ quali- 
tatively but only quantitatively. 

Hence, all labour of the commodity producer is, on the 
one hand, concrete labour creating use values as such sn 
on the other hand, the expenditure of labour in general, 
abstract labour, a share of the social labour, creating the | 
value of the commodity as such. 

Thus, the dual nature of the commodity is the inevitable 
consequence of the dual nature of the labour embodied in it. 
The value of a commodity is the 
expenditure of human labour in 
general. But the labour creating 
use values differs as regards skill. 

An unskilled worker has no preliminary training. But, a 
steel founder, turner, weaver must receive preliminary 
training. In the first case we have to do with simple labour, 
in the second with complex labour. 

A commodity may be the product of the most complex 
labour but its value equates it with the product of simple 
labour. The social process, to quote Marx, unfolding behind 
the backs of the producers, daily reduces all types of 
complex to simple labour. Complex labour is multiplied 
simple labour; in one hour of complex labour the producer 
creates a value that simple labour would require several 
hours to produce. 3 
Contradiction of When man makes a product for his 
simple commodity own use he is in no way connected 
production with society as a producer. But 

when he produces a commodity, 

this has to be a product to satisfy some definite want of 
other members of society. 

In a society based on private property every single 

producer—the small artisan or the big capitalist—acts at 


Simple and complex 
labour 


4. 51 





his own risk. Every commodity producer is independent. 
production is his private business, his labour is private 
labour. 

Yet, at the same time every commodity producer depends 
on many other commodity producers. To be able to liye and 
do business he must exchange the commodities he produces, 
sell them in order to buy raw materials and instruments. 
and consumer goods for himself and his family. Individual 
commodity producers are linked among themselyes and 
depend upon one another. This connection, however, is a 
spontaneous one, it is effected through the exchange of 
commodities. 

The labour of an individual producer must comprise a 
definite share of the total labour being expended by society 
as a whole for the satisfaction of its requirements. It is 
the social labour embodied in the commodity that forms 
its value. The contradiction of simple commodity production 
lies in the contradiction between private and social labour. 
This contradiction develops further under capitalism. 

The exchange of commodities re- 
Commodity fetishism flects the relations between the 

people producing commodities. 
Hence, value expresses the social relation of production, the 
relation between people producing commodities. _ 

However, this relation between people is manifested as 
a relation between things qua commodities, and the value 
of the commodity seems as much its natural property as, 
for example, its colour or its weight. One says, for instance, 
that a loaf of bread weighs so many grams and costs so 
much money. 

At the lower stages of cultural development many peoples 
worshipped the sun, fire, various animals, ascribing to them 
miraculous powers. This is called fetishism. 

Bourgeois society ascribes such miraculous powers to 
things qua commodities. The property which commodities 
possess only by virtue of a difinite system of social relations 
are regarded as their natural property. This is the fetishism 
of commodities typical of capitalist production. Fetishism 
conceals the essence of capitalist relations, their true nature, 
lends them a deceptive appearance. 


52 





2. MONEY UNDER CAPITALISM 


Saxon porcelain is famed through- 
out the world. Its excellent 
qualities are commonly known. But few of those who 
relish the elegant and noble forms of Saxon porcelain know 
of the unusual fate of the person who invented this won- 
derful material. His name was Johann Friedrich Bettger 
and he lived at the end of the 17th and the beginning of the 
18th century. Bettger was a pharmacist at the court of the 
Saxonian Kurfürst and of the Polish King August II. He 
spent many years in the Meissen tower into which he had 
been confined by his monarch. 

What crime did Bettger commit to warrant so heavy a 
punishment? The inventor of porcelain was not only a 
pharmacist, he was also an alchemist. August II was con- 
stantly short of money: he was a spendthrift and constantly 
conducted campaigns that swallowed a lot of funds. Bettger 
undertook to create artificial gold but was unable to fulfil 
his promise. He paid for this with many years of impris- 
onment. 

For more than a thousand years alchemists attempted to 
transform all sorts of base metals into gold. We associate 
the word “alchemist” with a person who having isolated 
himself from the world around him conducts endless exper- 
iments in search of the “philosopher’s stone”. That is how 
people called the wonderful material that was supposed to 
be capable of transforming base metals into gold. Through- 
out the Middle Ages alchemists tirelessly laboured to solve 
this mystery, but in vain. 

Later, when man learned more about nature the naive 
belief in a “philosopher’s stone” was discarded by science. 

It also took a long time to solve another puzzle posed by 
gold: why does this metal have such a miraculous power 
in society, where private property dominates? “Gold is a 
wonderful thing,” Christophor Columbus wrote in 1503 from 
the America he had discovered, “he who owns it is master 
of all he desires. Gold can even unlock the doors of 
Paradise.” 

Columbus who discovered America could not solve the 
mystery of the magic power of gold. Before him and after 
him many people mused oyer this mystery. What explains 
the unlimited power of this yellow metal? 
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Why has gold for centuries and even for millennia been 
such a despot? Neither chemistry nor any of the natural 
sciences could give an answer to this question. It was ex- 
plained by another science, by the science about human 
society. 

The might of gold is connected with the role it plays in 
society where private property dominates. Under capitalism 
gold is the undivided ruler over people. Under that system 
factories, the land, machinery—in short, everything needed 
for production—can be bought and sold. The owners of 
factories exploit the working people. They receive enormous 
unearned incomes, live at the expense of other people’s 
labour. 

This explains the unquenchable thirst for gold. Gold en- 
ables people to become owners of enterprises in which 
other people’s labour produces all the wealth in the world. 

This puzzle of gold was solved by economic science. But 
it took a long time before it found the solution to that 
mystery. For a long time economists ascribed the role played 
by gold under the domination of private property to the 
natural properties of that metal. They could not imagine 
that there could be a social system different from the one 
under which they lived. 

They, therefore, drew the conclusion that gold was money 
by its very nature, and that money in turn was capital by 
its very nature, i.e., that it was a means with the help of 
which some people could live at the expense of other people. 

This delusion of the economists was dispelled only by 
the founders of Marxism. Marxism disclosed the important 
fact that capitalist production relations were always con- 
nected with things, displayed themselves as relations be- 
tween things, assumed a thing-form. 

It was thus that the mystery of gold was solved. Gold 
is not money by nature—it becomes money only in the course 
of social development. At earlier historical stages the role 
of money was played by cattle, salt, fur and other articles. 
Later, when socialism and communism will have triumphed 
all over the world, there will no longer be any need to use 
gold as money. 

This is what Lenin meant when he wrote: “When we are 
victorious on a world scale I think we shall use gold for 
the purpose of building public lavatories in the streets of 
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‘ 
some of the largest cites of the world. This would be the 
most ‘just’ and most educational way of utilising gold for 
the benefit of those generations which have not forgotten 
how, for the sake of gold, ten million men were killed and 
thirty million maimed in the ‘great war for freedom’, the 
war of 1914-18, ... and how, for the sake of this same gold, 
they certainly intend to kill twenty million men and to 
maim sixty million in a [new] war.... 

“But however ‘just’, useful, or humane it would be to 
utilise gold for this purpose, we nevertheless say that we 
must work for another decade or two with the same intensity 
and ... in order to reach this stage. Meanwhile, we must 
save the gold in the RSFSR, sell it at the highest price, buy 
goods with it at the lowest price. When you live among 
wolves, you must howl like a wolf... .”’4 
As shown above, money is the result 
of the development of exchange. It 
appears long before commodity production becomes dom- 
inant. Developed commodity production is inconceivable 
without money. It is only money that makes possible the 
all-round social links that exist between isolated individual 
producers under commodity production. 

The value of a commodity can be expressed only by 
comparing it with another commodity, by exchanging it 
for another commodity. Under developed commodity pro- 
duction goods are generally not exchanged directly. All 
commodities are expressed in a definite sum of money. 

Every commodity must be exchanged for money, i.e., 
it must be sold. If a commodity cannot be sold that means 
that the labour of its producer has been wasted. That means 
that because of the anarchy of production he has wasted 
his labour and the means of production on the production 
of a commodity for which there is no social demand. If the 
commodity has to be sold at a lower price, that means that 
part of the labour of its producer has not been recognised 
by society. Thus, the emergence of money promotes the 
further growth and development of the contradictions in- 
herent in the commodity. 

With the emergence of money the world of commodities 
is split into two poles: on one pole are all ordinary commo- 


Essence of money 


1 V, I. Lenin, Collected Works, Vol. 33, Moscow 1966, pp. 113-14 
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dities, on the other—the special commodity, playing the 
role of money. This commodity acquires special properties, 
it becomes a privileged commodity. Money is such a uni- 
versal commodity. It is the universal equivalent. 

_Commodity exchange through the medium of money 
differs radically from simple commodity exchange (barter). 
In the case of direct commodity exchange every sale is at 
the same time a purchase. Every transaction is an isolated 
act. Take, for example, two hunters exchanging pelts for 
arrows. This exchange concerns only the two parties 
directly participating in the transaction. 

Things are quite different when the exchange is effected 
through the medium of money. When the weaver sells his 
cloth and buys bread with the proceeds, he actually 
exchanges cloth for bread. But this exchange is effected 
with the help of money. To sell his material the weaver 
must find a person who has money, that is, a person who 
has sold his commodity at an earlier date. 

Thus, the exchange with the help of money presupposes 
an all-round connection of the commodity producers and a 
constant intertwining of their transactions. At the same 
time exchange with the help of money makes it possible to 
separate sales from purchases in time. The producer can 
sell his commodity and keep the proceeds for some time. 

But because of the close economic links between pro- 
ducers and their interdependence the large-scale sale of some 
commodities without a buying of others in exchange will 
cause a glut in the sale of some commodities, i.e., will lead 
to the emergence of a crises of overproduction for these 
en The further development of commodity pro- 
duction and its transfor: i i itali i 
Le Siam einen mation into capitalist production 
In capitalist society money per- 
Se several functions. It serves 
rages as 1) a measure of v: 
of circulation, 3) means of accumulation era 
payment, 5) universal money. ; 

Every commodity is sold for a definite sum of money. 
This sum expresses the value of the commodity. The price 
of a commodity is the monetary expression of its value. 

Before buying or selling a commodity it is essential te 
measure its value in money, i.e., to determine its price. The 


Functions of money. 
Measure of value 
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measurement of the commodity’s value in terms of money 
is a precondition for any exchange of the commodity, for its 
purchase or sale. Money serves in these transactions as the 
measure of value. 

To be a measure of value money must have value itself. 
At first a definite amount of the money-commodity served 
as measure of value. In Britain, for example, this unit is 
called the pound sterling to this day; once it corresponded 
to a pound of silver. 

The money unit—first a measure of weight, later a coin— 
and its parts serve as a standard of price. When we say that 
a ton of pig iron is worth a gram of gold, and a ton of 
copper—five grams of gold (or that a ton of pig iron costs 
five dollars, and a ton of copper—twenty-five dollars), 
the standard of price is expressed in unit weights of 
gold or units of money. 
After a commodity has been valued 
in terms of money the decisive 
moment sets in: it must be sold, 
that is, exchanged for money. The exchange of commodi- 
ties through the medium of money is called the circulation 
of commodities. 

Here money serves as the circulating medium. The circu- 
lation of commodities is indissolubly linked with the cir- 
culation of money, when a commodity passes from the seller 
to the buyer, money passes from the buyer to the seller. 

To perform its function as a measure of value money 
should not necessarily be available in cash. We can evaluate 
all the wealth in the USSR without having a single ruble. 
When we say, for example, that during the year so many 
thousand million rubles’ worth of commodities have been 
produced, we only imagine a definite sum of money. - 

But things are quite different when we have to do with 
money as the circulating medium. To perform this function 
money must be available in cash. We can imagine a million 
but cannot buy anything with that imaginary million. But 
with every coin we really possess we can buy a commodity 
of corresponding value. 

For money to be a measure of value it must have a value 
itself. Conversely, to fulfil its function as the circulating 
medium, money does not necessarily have to possess value. 

The seller of a commodity accepts money in return for 
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his commodity to be able in his turn to exchange it for 
another commodity, that is, to buy another commodity. AS 
long as money serves as the means of circulating medium it 
does not lie long in the wallets of people; it continues its 
endless movement in a direction opposite to that of the 
movement of commodities. Being constantly in circulation 
it plays only a momentary role in individual purchase and 
sale transactions. This makes it possible for full-value 
money—gold—to be replaced in its function as the circulat- 
ing medium by substitutes or representatives. 

Notes (paper money, banknotes), silver and copper coins, 
etc., are such representatives of gold. These substitutes 
(tokens of value) either have no value of their own or have 
a much lower value than the one they represent. Just as the 
moon shines with the reflected light of the sun, so they 
reflect the value of genuine money, which is gold. 

For the function of measure of value the amount of 
money is immaterial. But there must be a definite amount 
of money for the latter to perform the function of circulat- 
ing medium. 

For a commodity worth 1,000 rubles to be sold there must 
be a thousand rubles, not an arbitrary amount of money, 
but exactly a thousand. On the other hand, the thousand 
rubles that have been paid for the given commodity can 
subsequently serve as the circulating medium for other 
commodities having also a value of a thousand rubles. 

Commodities are sold and bought in many places simul- 

taneously. Therefore, the money supply needed at every 
given moment depends on the sum of prices of the circulat- 
ing commodities. The sum of prices in its turn depends on 
the amount of available commodities and the price of every 
single commodity. The money supply required, for example. 
within the year depends not only on these two factors but 
also on the rate at which the money circulates. The higher 
the rate of money circulation, the smaller is the amount of 
money required, and vice versa. 
Money is the representative of 
universal wealth. It can be trans- 
formed into any commodity at any 
time. Under capitalism it is difficult to convert commodities 
into money but not money into commodities. Therefore, 
money is used for accumulation and hoarding. 


Means 
of accumulation 
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To play the role of a means of accumulation money must 
be money in the full sense of the word. It must possess a 
value of its own, as in the case of its function as a measure 
of value. But, at the same time it must always be available 
in cash, in its genuine form. Thus, it must also possess the 
property characteristic of the circulating medium. 
Commodities are often bought and 
sold on credit. The buyer receives 
the commodity but pays the seller only after the expiration 
of a definite time. Here money plays the role of a means of 
payment. 

This function of money reflects the expansion of exchange. 
The links between individual commodity producers be- 
come more intimate and their interdependence grows. The 
buyer becomes a debtor, the seller a creditor. When the 
term of payment is due and the debtor must obtain the 
money he owes, no matter what the cost, he must sell his 
commodity to be able to pay the debt. f 

What will happen if he does not find a buyer and is 

unable to pay his debt? This will harm not only his own 
business but also that of the creditor, who will not be 
refunded the amount he had granted on credit. 
Finally, money plays the role of 
universal money. In the turnover 
between different countries gold is essentially a commodity 
like any other. However, the characteristic difference is that 
this commodity is accepted by everybody and refused 
by none. Therefore, in trade between countries gold 
serves as money. 


Means of payment 


Universal money 


In the capitalist countries the 
po volume of commodities to be pro- 
andion na duced and placed on the market 
cannot be estimated in advance. The amount of money 
needed for circulation cannot, therefore, be fixed in a ba- 
lanced way. It depends on spontaneous market fluctuations. 

When gold coins serve as money their number is easily 
adjusted to the demands of trade. Let us suppose that the 
production of commodities has been curtailed, trade has 
diminished and that there is too much money. Commodity 
prices begin to grow and much less commodities can be 
bought for the same amount of money. In that case it will 
be more profitable for the owners of gold coins to sell these 
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coins as gold for the manufacture of ornaments or to hoard 
it. Part of the gold coins will be melted down or hoarded. 
the amount of money will diminish, and it will once again 
be brought in conformity with market requirements. 

In the capitalist countries paper tokens are used instead 
of gold coins to make purchases and payments. When these 
paper tokens are issued by banks in limited quantities 
necessary for circulation, their amount is adapted sponta- 
neously to the requirements of commodity circulation. Such 
paper money is called bank-notes. 

Things are different when the capitalist countries issue 
large amounts of paper tokens to cover their expenditure. 
In that case the amount of paper tokens issued does not 
depend on the need for the circulating medium. Such paper 
tokens, as distinct from bank-notes, are called paper money. 
Paper money may depreciate. This 
depreciation takes place when pa- 
per money is issued in excessive 
quantities or when commodity cir- 


Inflation and its 
consequences for 
the working people 


culation diminishes. 

Suppose the amount of Paper money issued is twice as 
great as is needed. In that case the buyer will be able to 
purchase only half the amount of commodities with every 
paper mark or paper franc, The money has depreciated to 
half its former value. This depreciation of money owing to 
its excessive issue is called inflation, The depreciation of 
money lowers the living standards of the working people 
in the bourgeois countries. The factory and office workers 
receive the same or slightly higher wages than they did 
before, while the commodity prices rise at a rapid pace. 

The exploiting classes and the bourgeois governments 
defending their interests often readily resort to inflation 
to lower the living standards of the population and to 
intensify the exploitation of the working people. 


3. LAW OF VALUE IN CAPITALIST PRODUCTION 


How the law of In capitalist 


society based on 
value operates 


private property the law of value, 
like other economic laws, acts as 
a blind force. It operates through the medium of competi- 
tion, a most violent struggle of one and all. 
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Anarchy of production reigns in a society consisting of 
independent commodity producers. Literally, the word 
anarchy implies absence of government. Anarchy of produc- 
tion means unplanned production scattered among disunited 
commodity producers. 

We have already seen that the value of a commodity is 
determined by the amount of socially necessary labour ex- 
pended on its production. This does not mean, however, 
that every commodity is actually exchanged in full 
conformity with its value. The value of a commodity is 
expressed in its price, i.e., in a definite sum of money. But 
the prices of commodities fluctuate constantly depending 
on market conditions and the changing relation of supply 
and demand. 

When there are more commodities on the market than 
can be bought by consumers, their prices drop; conversely, 
when there is not enough of a commodity and the demand 
for it is high, its price rises. For this reason the price of a 
commodity does not always coincide with its value. Value 
is the point about which prices fluctuate. The prices of 
commodities deviate now upward, now downward from 
their value. These deviations may be very considerable. 

These price fluctuations show individual private pro- 
ducers whether or not the commodities they produce are 
needed at the given moment. If the price, say, of boots has 
dropped below their value, this means that more boots have 
been produced than is required on the market. That drop 
in the price of boots will make a number of boot-makers 
take up production of other commodities. This will decrease 
the amount of boots offered on the market. If, however, the 
price of boots rises to a figure exceeding its value, profitable 
market conditions will draw new boot-makers into the pro- 
duction of boots, and after some time the supply of this 
commodity will grow on the market. 

Every commodity producer works blindly, at random, 
without a plan. While the commodity he produces meets a 
ready sale, he strives to produce as much of it as possible. 
But when he discovers that his commodity is not at all 
marketable or can be sold only at low, unprofitable prices, 
the producer is compelled to curtail production or stop it 


- completely and to take up the manufacture of some other 


commodity. 
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Hence, under the rule of private property, deviations of 
the prices of commodities from their value cannot be regarded 
as the result of some failure to take into account the opera- 
tion of the law of value. On the contrary, constant fluctua- 
tions of prices around value are the only possible mode in 
which the law of value can operate in capitalist economy. 
It is, thus, among innumerable fluctuations, that the division 
of social labour between the various branches of production 


proceeds, without which no society could exist. 


As a result of the universal distribution of commodity pro- 
duction under capitalism, production is no longer in the 
hands of small commodity producers but in those of the 
capitalists. Hundreds and thousands of workers toil in 
capitalist enterprises. They produce huge amounts of the 
most diverse commodities, which are often sold in the 
remotest corners of the globe. Under these conditions, the 
anarchy of production manifests itself in full measure. It 
1s part and parcel of capitalism and makes itself felt with 


particularly destructive force during crises. 


Under private ownership of the 
means of production the law of 
of value value inevitably leads to the emer- 
gence and development of capital- 


Role of the law 


in the emergence and 
development 


of capitalism ist relations. 


aris The fact that the value of com- 
modities is determined by the socially necessary labour time 
has important consequences for commodity producers. 
Individual producers are not equally efficient. One may 
spend 20 hours to make a pair of boots, the other only 12 
hours. But boots are sold on the market at a value deter- 
mined by the socially necessary labour time which, let us 


assume, is 15 hours. 


The producer who expends more labour on the production 
of the commodity than is required by average social con- 
ditions realises for his commodity a sum of money embody- 
ing only part of the time he has spent. Conversely, he who 
produces the commodity at a labour expenditure lower than 
the socially necessary labour time has an advantage over 


the former. 


As a result the exchange is profitable for one and un- 
profitable for the other. Every producer seeks to use better 
equipment to decrease the labour time spent on the produc- 
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tion of a commodity. This promises him more profitable 
conditions for the sale of his commodities. A fierce com- 
petitive struggle for more advantageous production condi- 
tions and for a more profitable exchange of commodities 
invariably breaks out among individual producers. As a 
result of this struggle some producers are ruined, others 
get rich. The latter expand production, hire workers, buy 
new machinery and become capitalists. The mass of small 
producers run into debt, find themselves dependent on the 
rich, are brought to ruin and pushed into the ranks of the 
proletariat. 

The exchange of commodities in accordance with the 
law of value results in a stratification of producers. Tech- 
nical innovations lower the socially necessary labour time 
required for the production of commodities. Technological 
progress ruins small producers—artisans, craftsmen—who 
cannot keep pace with large enterprises. Under private 
ownership in the means of production, commodity pro- 
duction inevitably leads to capitalism. 


REVISION QUESTIONS 


1. What are the conditions for the emergence of commodity 
production? 

- What are the main properties of a commodity? 

- What determines the value of a commodity? 

- What is the essence of money and what are its main 
functions? 

- What is the role played by the law of value in the 
emergence and development of capitalism? 
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Chapter IV 
THE ESSENCE OF CAPITALIST EXPLOITATION 


1. CAPITAL AND WAGE LABOUR 


Growth " Richard Price, a British theologian 
poney and economist, computed in the 

early period of capitalism that if 
a single penny had been deposited in the first year A.D. at 
compound interest, it would, by the beginning of the 
capitalist era, have become a ball of gold of a size exceeding 
that of our planet many times over. 

This speculation is interesting in that it clearly character- 
ises the idea of capitalist exploitation. In bourgeois society 
unearned income is received not only by the proprietor of 
industrial or trading enterprises. Under capitalism a grow- 
ing number of parasites receive huge incomes without mov- 
ing a finger to earn them, receive them only because they 
own large capital, large sums of money. The owners of 
money capital invest money to make it grow. How does 
that money grow? Money is not a plant that grows under 
the rays of the sun. And really the growth of money has 
nothing to do with the growth we observe in nature. Money 
can grow only under a social system that enables the 
capitalists to appropriate the unpaid labour of the workers. 

How did capitalism emerge? The 
Conditions bourgeoisie and its servants dis- 
fonine emerzence seminate the following fable. In 
of capitalism 

the days of yore, they say, there 
lived on earth people with different inclinations. Some were 
industrious and thrifty, others lazy and wasteful. The 
former gradually obtained enormous wealth, the latter re- 
mained indigent. Thus, they say, emerged the division into 
rich and poor, into capitalists and workers. 
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There is not one iota of truth in these inventions. In 
reality, capitalism superseded feudalism, also an exploit- 
ing system. The initial source for the development of 
capitalism was small commodity production with its com- 
petition, which brings ruin to some and riches to others. 

Two main conditions are necessary for capitalism to 
emerge: first, the accumulation of wealth in the hands of a 
few and, second, the creation of a mass of destitute pepole, 
who are personally free but have neither means of produc- 
tion nor means of subsistence and are therefore compelled 
to sell themselyes into the bondage of capitalists. 

Once capitalism has emerged the division of society into 
opposing classes is ensured by the economic laws of that 
system: the capitalists continue to possess enormous wealth, 
the working class, as hitherto, is deprived of everything. 
The existence of capitalist owners and propertyless pro- 
letarians is a sine qua non of capitalist production. The 
creation of the historical preconditions of capitalism is a 
process called the primitive accumulation of capital. 

During the feudal epoch, prior to 
Primitive the emergence of capitalism, pro- 
accumulation of capital duction was conducted by small 

landtillers and artisans. Agriculture 
was the principal occupation and the land—the basic means 
of production. The peasants were attached to the land and 
exploited by the landowners. The simple implements—the 
hoe, the sickle, a small number of cattle—were the property 
of the peasants. 

Feudalism was based on the exploitation of small 
producers, personally dependent, but owning means of 
production, notably land. To make him a wage worker, the 
producer had first of all to be freed from direct personal 
dependence. To be thrown into capitalist bondage he had 
first to be relieved of serfdom. 

The lackeys of the bourgeoisie speak only of this aspect 
of capitalist development. They laud capitalism for having 
destroyed feudal laws and declare the bourgeois system 
a kingdom of freedom and justice. But they deliberately 
refuse to look at the other side of the coin. 

The producer becomes a wage worker only when he is 
“freed” of all conditions for production, when he is deprived 
of the possibility to work independently. Capitalism pre- 
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supposes that the producer is divorced from the means of 
production which he possessed under feudalism. ; 

It was this separation of the immediate producers from 
the means of production—the expropriation of the peasants 
from the land—that lay at the root of the whole process of 
primitive accumulation. At the time when feudalism was 
disintegrating, feudal laws were abrogated in one country 
after another but, together with the liberation of the 
peasants from feudal dependence there was another, no less 
important, “liberation”: the peasants were “liberated” of 
the land on which they lived and which they tilled. The 
peasants were left (in most cases they had to pay a compen- 
sation) only part of the land that had sustained them. 
“Surplus” hands left the villages and joined the army of 
wage workers placed at the disposal of capital. Such, in 
brief outline, was the process that created free working 
hands for emergent capitalism. In different countries it took 
a different course but its main trend and content was the 
same everywhere. 

Those same methods of violence and robbery that trans- 
formed peasants into landless and homeless proletarians 
resulted in the concentration of huge tracts of lands in the 
hands of a small number of persons. 

But this was not enough for the emergence of capitalist 
production. In addition, enormous wealth in the form of 
money had to be concentrated in the hands of few, money 
which could at any time be exchanged, be converted into 
any means of production and used to create conditions of 
production. 

_The concentration of wealth in the hands of a few in- 
dividuals was given great impetus in the era of great geo- 
graphical discoveries (15th-16th centuries). The discovery 
of America was followed by the emigration to that continent 
of people in quest of easy gain. Their number increased 
particularly when gold and silver deposits were found in 
penile aurea States equipped expeditions which 
it eae that ooted flourishing countries, whose misfortune 
cain precious metals had been discovered on their 

ry. 
co i ade was one of the most important ch 
British. French and ccumulation of capital. The Dutch, 
others established East India companies 
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for exploiting the trade with then rich India. These com- 
panies were supported by the respective governments. They 
were granted the monopoly of trade in colonial goods. 

The looting of rich overseas countries was one of the 

most prolific sources for the primitive accumulation of 
capital in Europe, notably in Britain. For centuries the 
British, and later the French bourgeoisie, accumulated 
uncountable wealth through looting foreign lands and 
practising bloody brigandage in the colonies. Everywhere 
the state authorities fostered the formation of huge fortunes 
in the hands of a few people. 
Speaking on Red Square in Moscow 
in May 1919 Lenin said: “Our 
grandchildren will examine the 
documents and other relics of the 
epoch of the capitalist system with amazement. It will be 
difficult for them to picture to themselves how the trade 
in articles of primary necessity could remain in private 
hands, how factories could belong to individuals, how some 
men could exploit others, how it was possible for those 
who did not work to exist.”! 

Half a century has passed since these words were 
spoken. A generation has grown up which can imagine the 
capitalist system only with difficulty. It looks with amaze- 
ment at the morals and manners in the capitalist countries. 

Capitalism is based on private property. However, it is 
not only the existence of private property that matters. 
Of prime importance is the fact that under that system 
the means of production are private property, that is 
everything man needs to work: the land, machinery, 
instruments, raw materials, ete. Important is also the fact 
that under capitalism the bulk of the means of produc- 
tion are the private property of a few people—the capital- 
ists and landowners. The bulk of the population, the work- 
ing people, own no means of production and are forced to 
ee hired workers of the owners of factories, mines, the 

and. 

In the capitalist countries there are also small craftsmen 
and peasants who till their small plots with simple imple- 
ments. These small producers cannot compete with big 


Private ownership 
in the means 
of production 





1 V, I. Lenin, Collected Works, Vol. 29, Moscow 1965, p. 330. 
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owners and suffer almost the same oppression from the 
big capitalists and landowners as the wage workers. 

The big owners of the means of production, who possess 
enormous wealth, comprise a small minority, while people 
who have no property, or hardly any, comprise the bulk 
of the population in the capitalist countries. It is because 
all social wealth, all means of production are the private 
property of a few people that the mass of the propertyless 
workmen are compelled to work for the capitalists. 

$ Fetes A bourgeois economist answered 
a Oa this question as follows. “In the 
first stone which ... [the savage] flings at the wild animal 
he pursues, in the first stick that he seizes to strike down 
the fruit which hangs above his reach, we see the appropria- 
tion of one article for the purpose of aiding in the acquisi- 
tion of another, and thus discover the origin of capital.”! 

This definition of capital is very convenient for the bour- 
geoisie. Its aim is to make people believe that capital has 
always existed and will always continue to exist. 

If every instrument of labour were capital, people, 
obviously, could not live without capital: for instruments 
of labour were and will always be necessary. Accepting this 
definition we should regard even a monkey, who smashes 
a coco-nut with a stone, as a capitalist. 

However, this explanation is incorrect from beginning 
to end. The stone and the stick are instruments of labour 
but are not means of exploitation per se. Under simple 
commodity production the owner of commodities sells his 
goods, which are not a use value to him, in order to purchase 
eRe i which is a use value. The purpose of 

exchange is obvious: i i i 
na a A poasit serves to satisfy the require- 
eee pursues quite a different aim in investing 

RN y: His aim is to make a profit. The capitalist 
on ning a definite amount of money strives to increase thai 
Bia si eke a profit. The amount of money initial- 
a eee e capitalist grows in the process of capital- 

Capital is not a thing but a defini i i is 
a social relation pee the Sie ay ene of 





1 K. Marx, Capital, Vol. 1, Moscow 1965, p. 184. 
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production and the class deprived of these means and 
therefore compelled to submit to exploitation. Things— 
buildings, machinery, raw materials, finished articles—are 
not capital per se. But a definite social system turns these 
things into means of exploitation, i.e., capital. 

Means of production are not capital in themselves. They 
become capital, i.e., means of squeezing unpaid labour out 
of workers only under definite social relations, namely, 
when two opposing classes emerge in society—the class of 
private owners of the means of production and the class of 
propertyless wage workers—the proletarians. These social 
relations are not eternal. On the contrary, they emerge at 
a definite stage of social development and are abolished 
at another, later stage of development. 

The Great October Socialist Revolution in Russia and 

later the triumph of socialist revolutions in a number of 
other countries proved in practice that the means of produc- 
tion cease to be a means of exploitation when the power 
of the bourgeoisie is overthrown and private ownership in 
the means of production is abolished. 
Under the rule of private capitalist 
property the only thing owned by 
the bulk of the people is their 
ability to work, their labour power. 

Man possesses labour power under any social system. But 
it is only under capitalism that labour power turns into a 
commodity, i.e., into an object of purchase and sale. When 
the capitalist hires workers, he buys a definite commodity, 
the only commodity the workers possess and are able to 
sell. This commodity is labour power. Capitalism is com- 
modity production at the highest stage of its development, 
in which labour power, too, is a commodity. 4 

Labour power becomes a commodity only under definite 
social conditions. It cannot be a commodity under the slave- 
owning system. Under that system the slave himself is a 
commodity, not his labour power. The slave is not free, he 
is the property of the slave-owner. Since he is not his own 
master he cannot sell his labour power. The same can be 
said of the peasant, who is a serf of the landowner. He is 
not free either, for he is the property (not complete) of the 
landowner. For that reason he, too, cannot sell his labour 
power. 


Labour power 
as a commodity 
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An independent peasant or artisan, owning means of 
production, does not sell his labour power—he uses it on 
his own farm or in his workshop. Things change when the 
peasant is driven from his land and when the artisan is 
ruined and deprived of his instruments and raw materials. 
The only thing left to them is to sell their labour power in 
order to subsist. } 

After the abolition of capitalism labour power is no longer 
a commodity. In socialist society the means of production 
are socialist property. The working people here do not 
sell their labour power. They use it in enterprises which 
are public property. 

When a worker goes to work at a 


Specie Teatres. capitalist enterprise he does not 
Siete aoe sell his labour power forever, but 


for a certain period—a day, a week, 
a month. In return he receives daily, weekly, monthly 
wages. 

Like every other commodity, labour power has a definite 

value. We have already learned that the value of a com- 
modity is determined by the amount of socially necessary 
labour required for its production. What then is the valuc 
of the commodity sold by the worker—his labour power? 
: Man can work only if he maintains his life: eats, dresses, 
is provided with shelter, i.e., satisfies his essential needs. 
The satisfaction of the vital needs of the worker is necessary 
to maintain his labour power in a condition in which it is 
able to act. 

But all the objects serving to satisfy man’s needs— bread, 
meat, clothes, housing, etc.—are commodities under capital- 
ism. A definite amount of labour has been spent on their 
production, the amount that constitutes the value of these 
commodities. 

Thus, the value of the commodity labour power i 1al 
to the value of the commodities deeded by The Pekar to 
maintain his life and to regenerate his ability to work. 
He other words, the value of labour power is the value of 
pith ce of subsistence needed to support the life of its 

Capital needs a constant i 
this reason the worker e ee ii T 
support not only hi i e e Eoimity zi 

y himself but also his family. The capitalists 
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need not only unskilled but also skilled workers, able to 
operate sophisticated machinery. Therefore, the value of 
Jabour power includes also some expenditure on training the 
growing generation of workers. 

That is how things stand with commodity labour power. 
Having become a commodity, labour power has also a use 
value. What makes labour power a use value to the capitalist 
buying it? It is a use value because he makes the workman 
work, and because the workman’s labour creates a value 
which is greater than that of the commodity labour power. 
This feature of the commodity labour power is the key to 
an understanding of the mechanism of capitalist exploita- 


tion. 
2. PRODUCTION OF SURPLUS VALUE 


The worker's 

surplus labour— 

the source of 

the capitalist’s wealth 


Taking up business the capitalist 
buys a factory or builds one, ee 
pays for the building of the factory 
premises, acquires all the needed 
means of production: machines 
and equipment, raw and other materials, fuel. But all these 
things remain dead and unproductive until live human 
labour is applied to them. i 

The capitalist then hires workers, who put the machines 
in operation and turn the raw materials into finished goods, 
into commodities. The factory-owner sells these com- 
modities and buys raw and other materials, pays the work- 
ers, etc., with the proceeds. i 

What is the value of the newly-produced commodity? 

This value includes, first and foremost, the value of the 
commodities consumed in its production: raw materials 
have been processed, fuel has been burned and machinery 
worn. Let us assume that the value of these commodities is 
200,000 working hours, or $400,000 in terms of money. 

The value of the newly-produced commodity also includes 
the new value created by the labour of the workers at the 
relevant factory. Let us assume that 200 persons worked 
100 days at the factory for eight hours a day. During that 
time they created a new value amounting to 160,000 work- 
ing hours or $320,000. 
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Hence, the full value of the newly-produced commodity 
amounts to 360,000 working hours or $720,000 in terms 
of money. 

Thus, the value of the commodity includes, first, the 
value of the materials consumed, and the value of the equip- 
ment worn and, secondly, the value created by the labour 
spent by the workers on the production of that commodity. 
Let us now see how much the commodity costs the capitalist. 

The industrialist paid $400,000, i.e., a sum corresponding 
to 200,000 working hours, for the machines and materials 
needed for production. In addition to these 200,000 working 
hours the yalue of the new commodity includes 160,000 
working hours spent by hired workers at the capitalist’s 
factory. The workers’ labour created a new value equal 
to $320,000. 

Did the capitalist pay the workers an amount equal to all 
this value or not? The answer to this question solves the 
mystery of capitalist exploitation. 

Capitalism presupposes a comparatively high level of 
labour productivity. At this level the daily labour of the 
worker produces considerably more products than are 
necessary for his subsistence. That is why the value pro- 
duced by the worker’s labour and the value of his labour 
power are of a different magnitude. The magnitude of the 
former is much bigger than that of the latter. 

The difference between these two magnitudes is an 
essential condition for the exploitation of labour by capital. 
For the difference between the value of the labour power 
and the value of the articles produced by the worker’s 
labong is appropriated wholly by the capitalist. 
ae hes 2 ist pays the workers only for the value of 
pers ‘ jour power. Let us assume that the means of 
Fr See de hineg to satisfy his essential wants 
a Last sum of $160,000 for 100 dave ee ee work 

e capitalist i F 5 
duced at. his ee ey is 
expendit ‘ -day period. His 

Penditure on the production of the co di ri 
$400,000 plus $160,000, ie. $560,000. The ea ct 
$160,000 is the increment to his capital. a s 

n our example every worker i i i 
awed xer worked daily for eight 

urs and created 16 dollars worth of ERT alue. The 
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capitalist paid the worker $8 for his eight-hour working 
day, i.e., he paid him only for the value of the labour power, 
or in other words, for the value created during 4 hours of 
work. Hence, the worker worked 4 hours to compensate 
for the value of his labour power and another 4 hours, free 
of charge, for the capitalist’s benefit. 

This shows that the labour the worker spends at a 
capitalist factory can be divided into two parts. During one 
part of the working day he produces the value that equals 
the value of his labour power. This is necessary labour. Dur- 
ing the other part of the working day he produces the value 
that is appropriated by the capitalist without compensation 
to the worker. This is surplus labour. 

This shows that the surplus labour of the worker is the 
source of the capitalist’s wealth. In fact, it is the source of 
all unearned incomes in bourgeois society: the profits 
of industrialists and merchants, the dividens of share- 
holders, the interest of usurers and bankers, the ground 
rent of landowners, etc. 

The value created by the surplus 
labour of the worker is surplus 
value. Surplus value is created by the unpaid labour of 
workers. 

The appropriation by the capitalists of the surplus value 
created by the wage workers’ labour—such is the essence 
of capitalist exploitation. The production of surplus value 
and its appropriation by the capitalist is the motive force of 
the capitalist mode of production. 

Surplus labour existed even before capitalism. All exploi- 
tation of man by man consists in the appropriation by 
the exploiting class of the surplus labour of the exploited 
class. 

However, under slavery and serfdom, when natural 
economy was predominant, the appropriation of surplus 
labour was limited. The slave-owner and the feudal lord 
squeezed from the slaves and serfs they were exploiting as 
much labour as they needed to satisfy their wants and 
whims. 

The capitalist, on the other hand, transforms the product 
of the workers’ surplus labour into cash. This money can 
again be used as additional capital to produce more surplus 
value. 


Surplus value 
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The greed for surplus labour therefore knows no limits 
under capitalism. The capitalists do not shrink from using 
all and every means to intensify the exploitation of their 
wage slaves. Capital, as Marx said, exhibits a truly wolfish 
greed for surplus labour. ie 
In his Capital Marx quotes the words of a British trade 
union functionary of the middle of the last century, which 
strikingly characterise the insatiable greed for profit in- 
herent in the very nature of capital. He wrote: 
“Capital is said... to fly turbulence and strive, and to be 
timid, which is very true; but this is very incompletely 
stating the question. Capital eschews no profit, or very small 
profit, just as Nature was formerly said to abhor a vacuum. 
With adequate profit, capital is very bold. A certain 10 per 
cent will ensure its employment anywhere; 20 per cent 
certain will produce eagerness; 50 per cent, positive 
audacity; 100 per cent will make it ready to trample on all 
human laws; 300 per cent, and there is not a crime at which 
it will scruple, nor a risk it will not run, even to the chance 
of its owner being hanged.”! 
The various elements of capital 
play different parts in the produc- 
tion of surplus value. The entre- 
preneur transforms one part of his capital into means of 
production: factory buildings, machinery and plant, raw 
materials and fuel. The value of all these items spent on 
the production of the commodity is included in the value 
of the finished product without any change in its magnitude. 
Since the magnitude of the value of this part of the capital 
does not change it is called constant capital. Constant 
capital is designated by the letter c. 

The entrepreneur uses the other part of his capital to 
hire workers, i.e., to purchase labour power. By their labour 


Constant 
and variable capital 


at is why the part of the capital 
used to buy labour power is called variable capital. Variable 
capital is designated by the letter v. 





1 K. Marx. Capital, Vol. 1, Moscow 1965, p. 760. 
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The labour process under capital- 
ism is notable for two important 
features. First, the worker labours 


i ; under the command of the 
capitalist who decides what should be produced, in what 


sequence and by what method. Secondly, the capitalist owns 
not only the worker’s labour but also the product of his 
labour. This transforms the worker’s labour under capital- 
ism into forced labour, makes it a repellent burden. 

The labour the worker expends at the capitalist 
enterprise on the production of commodities has a dual 
nature. It produces, on the one hand, definite use values 
and, on the other, value containing surplus value. 

The capitalist is not interested in the use value of the 
commodities being produced at his enterprise but only in 
their value, since the latter contains the surplus value 
produced by the workers’ unpaid labour. The capitalist does 
not set himself the aim of satisfying social wants but of 
acquiring surplus value—profit. 

The value of a commodity produced at a capitalist enter- 
prise is composed of two parts. First, a certain amount of 
raw materials, fuel, etc., was spent on the production of the 
given commodity. The value of these materials and the 
wear of the machinery are included in the value of the 
finished product. Secondly, in addition to all this, a certain 
amount of labour was expended on the manufacture of the 
commodity. The value produced by the labour is also in- 
cluded in the value of the finished product. 

Hence, the labour of the worker at a capitalist enterprise 
has a twofold nature. First, it transfers to the product the 
value of the consumed means of production, i.e., the value 
of the constant capital. Secondly, it creates new value, 
which compensates for the value of the variable capital and 
in addition contains a definite surplus, the surplus value. 

Labour performs its first function as concrete labour. 
Thus, for example, the value of the flax, spindles, etc., can 
be transferred to the finished product—yarn—only by the 
labour of a spinner, and not by the labour of a tailor or a 
blacksmith. Its second function labour performs as abstract 
labour creating value. 

There is a tangible difference between the two aspects 
of the labour process under capitalism. Let us assume that 


Specifics 
of the capitalist 
mode of production 
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the spinner’s labour productivity has grown 100 per cent, 
and that he consequently transfers to the product during 
his 10-hour working day twice as big a value as before, 
However the total new value he creates corresponds as 
hitherto to ten hours of work. 

Thus, the difference between concrete and abstract labour 
is also apparent when we consider the capitalist mode of 
production as the difference between constant and variable 
capital, remembering that the latter helps to lay bare the 
essence of capitalist exploitation. 

The aim of capitalist production is the creation of surplus 

value. The creation of use values is only a means for the 
achievement of that aim, since the use value is in a sense 
the bearer of value and because the latter cannot exist 
without the former. It will be shown further in the book 
that the development of capitalism inevitably creates a 
contradiction between the aim—the production of surplus 
value—and the means by which this aim is achieved—the 
production of use values. 
How intense is capitalist exploita- 
tion? An idea of this can be gained 
i by the proportion in which the 
working day is divided into surplus and necessary labour 
time, The rate of the exploitation of labour by capital in- 
creases when the surplus labour time grows, while the 
necessary labour time contracts. 

The surplus (unpaid) labour is embodied in the surplus 
value, while the necessary (paid) labour corresponds to the 
variable capital. The ratio of the surplus value to the 
variable capital is called the rate of surplus value. This rate 
Fs Sine of the rate of exploitation of the worker by 

In our example the rate of surplus value is: 

160,000 dollars’ worth of surplus value, , 
160,000 dollars’ worth of variable apie Oe IOS cent. 


Surplus value is designated by the letter m. Hence the 
rate of surplus value ise, 


In the capitalist indust i 
n Ty of tsarist Russia in 1908, 
mie im workers received wages amounting to 555,700,000 
His an evening wage of 246 rubles a year. At the same 
© profits of the capitalists amounted to 568,700,000 
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of exploitation 








rubles, which means that every worker gave the capitalist 
a profit of 252 rubles a year. 

This computation, Lenin pointed out, shows that the 
worker laboured the smaller part of the working day for 
his own benefit, and the larger part—for that of the 
capitalist. The rate of surplus value was over 100 per cent. 

The rate of surplus value grows with the development 
of capitalism. In the capitalist countries today it is 200, 300 
per cent and sometimes even higher. 

In the pursuit of higher profits the 
Awo ways capitalists strive to raise the share 
Os tard ashe yate of surplus labour they squeeze 
ponn from the workers in every possible 
way. They achieve their aim by two methods. ; 

First, they extend the working day. An extension of the 
working day increases the amount of surplus labour 
squeezed from every worker. If the capitalist could he 
would compel the workers to labour 24 hours a day. 
However, this is impossible: the worker needs time to rest, 
sleep, cat, otherwise he will be unable to work. Besides, the 
workers increashingly resist the capitalists’ move to extend 
the working day. 

For this © oan the capitalists resort to the second method 
of increasing their profits. They introduce new machinery, 


apply all sorts of inventions, use higher technique. aan 
technique requires much less labour to produce the ‘hel oe 
means of subsistence than before. Thus, the value 


the workers’ means of subsistence drops as technology im- 
proves. f 

This means that the worker compensates the mon o 
has been paid for his labour power 1m less time t a 
before. Therefore the capitalist appropriates i ae 
greater amount of the unpaid labour of the wor er f i 
without extending the working day, i.e., the rate o 
worker’s exploitation rises. ibe k i 

Striving for higher profits the capitalists er aed 
tensity of the workers’ labour in every way. = his E 
that the worker has to spend more energy per ean aad 
day than he did before, that he has to work etn = ss 
ly. If, for example, the worker formerly pro S hes 
articles a day, he now has to produce 150, 180, 200 ar 
with the same machinery for the same pay- 
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In this way the capitalists increase the surplus value and, 
hence, their profits. Higher labour intensity at capitalist 
factories leads to an increase in the number of accidents 
and industrial injuries, to a greater incidence of occupa- 
tional disease among the workers, to a premature loss of 
their ability to work and to premature old age. ER 

In search of profits the capitalists 


Capitalism and have remoulded the whole system 
technological of social production. Instead of the 
bist hid former small-scale production 


based on manual labour, they have created large-scale in- 
dustry based on machine production. Factories mushroomed 
everywhere, ruining and ousting the small producers. The 
invention and utilisation of machinery was instrumental 
in spreading the capitalist mode of production all over 
the world. 

Capitalist machine industry first emerged and developed 
in Britain. Within a short time (the last third of the 18th 
and the early 19th centuries) a great many machines ap- 
peared in Britain and changed the country’s face beyond 
recognition. Once an agricultural country, Britain turned 
into an industrial power. Large industrial centres sprang 
into being all over the country. A numerous industrial pro- 
letariat developed. Soon large-scale machine industry spread 
from country to country. 

Do the capitalists always strive to introduce new 
machinery in their factories? No, they do not, not unless 
it inereases their profits. A machine is profitable to the 
capitalist only if the expenditure connected with its use 
is smaller than the wages of the workers replaced by the 
machine. That means that the lower the wages the less in- 
terested are the capitalists in introducing machinery. 

a Under capitalism up-to-date technology in some branches 
lives side by side with backward technology in other 
branches. It is often profitable for the capitalist to have 
workers perform some jobs at their homes. Women and 
ergy work at home all day long. Their wages are so low 
2 at it costs him less to pay for their work at home than 
e would have to pay for mounting additional machine- 

tools at the factory. E 
a ees Russia a large group of workers were 
yed as burlaks. The burlaks walked in a long line 
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along the river bank towing heavily loaded barges. The 
pay for this extremely exhausting labour was miserable 
but there was no other occupation for the ruined 
peasants. 

It might be thought that in the machine age such an 
absurd waste of human power was conceivable only in 
backward Russia. However, this is not so. Marx in his 
Capital tells that in the mid-19th century there were cases 
in Britain when women were employed to tow barges along 
canals. This was more profitable to the capitalists than to 
use horses or machines for that purpose. 

The capitalist introduces new 
Capitalist machines only to shorten the part 
apre Vin: of the working day during which 
working class the worker labours for himself, so 

as to lengthen the other part of the 
working day during which he produces surplus value for 
the capitalist. 

At an early stage of capitalist development the workers 
were bitterly opposed to the introduction of machinery. 
Machines deprived the mass of the workers engaged in 
manual labour of their daily bread and condemned them to 
starvation. 

At first the spontaneous protest of workers found expres- 
sion in their desire to smash machines, to sweep them from 
the face of the earth. A wide movement of “machine- 
destroyers” developed at the beginning of the 19th century 
in Britain, where machines were first introduced. Similar 
movements emerged later in other countries, where the 
development of capitalist machine industry brought ruin 
and poverty to the working masses. 

But the naive protest of the unfortunate and desperate 
e could not stop the triumphant march of machine 

7. When the workers change over from scattered 
taneous protests to a conscious struggle for their vital 
, they are fully aware that it is not the machinery 
that is their enemy but the capitalist system, under 
it is used. The baneful consequences for the working 
s are not brought about by the machines themselves but 

capitalist utilisation. 
socialist society the machine is the faithful helper of 
man, serves as a means of lightening his labour. Under 
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socialism the utilisation of machinery multiplies the 
country’s wealth and raises the material and cultural level 
of the working people. Capitalism, on the other hand, 
makes the machine a terrible competitor of the worker, 
depriving him of his daily bread. 

The machine is intended to lighten labour. Under capital- 
ism, however, it increases the intensity of labour to the 
ulmost. This has a disastrous effect on the worker, wears 
out his organism, reduces his ability to work, makes him an 
early invalid. 

The machine per se is a faithful helper of man in his 
struggle for the mastery over the forces of nature. Under 
capitalism, however, it is a terrible weapon used by the 
exploiters in their struggle against the exploited. With 
the help of machinery the capitalists worsen the conditions 
of labour and try to break the resistance of the workers 
against increasing exploitation. 

In raising labour productivity the machine multiplies 
social wealth. But under capitalism all the fruits yielded 
by growing labour productivity are reaped by the capitalists, 
who use machinery to make the worker a pauper. 

Thus, the utilisation of machinery under capitalism 
contains deep contradictions. These contradictions cannot be 
resolved so long as the capitalist system continues to exist. 
Is it the fault Champions of the bourgeois system 
of the knife? cannot think of any other way of 

Sie A using machinery except in the 
irdeto keen he por at i 
aa exe EE. Gea e capitalist utilisation of machinery 

t progress. Exposing these lackeys of 
the bourgeoisie, Marx showed that in their views they 
ana it Dickens’ Oliver Twist who ad- 

“Gentlemen of th eas Words: 
commercial fave Wee RS aonb! me EN he 
it is the fault of the fe en es net my fault, 

. we, for such a temporary 


inconvenience, abolish the use of the knife? Only consider! 


Where would agricultur 
b e and trade be wi ife? 
Is it not as salutary in surger ae 


D sa ns y, as it is knowing in anatomy? 
And in addition a willing help at the festive board? If you 
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abolish the knife—you hurl us back into the depth of bar- 
barism.’*! 

The capitalists and their hangers-on, hearing of the in- 

numerable calamities resulting from the capitalist machine 
industry, argue like this cutthroat. “Do you expect us to 
do without machines because of such ‘a temporary incon- 
venience’?”” they say. However, class-conscious workers 
fighting for their rights and interests are not against 
technological progress but are all for it. They understand 
that the fight should not be directed against machinery— 
such a fight is not only purposeless but also reactionary, for 
the wheel of history cannot be turned back from machine 
production to manual labour. The fight should be directed 
against capitalist exploitation, which gives all the fruit of 
technological progress to the non-working classes, con- 
demning the creators of all social wealth—the working 
masses—to a miserable subsistence. 
As we have seen above, the labour 
of the wage worker at the capitalist 
enterprise consists of two parts: 
paid and unpaid labour. When the 
entrepreneur pays the worker his wages, the worker does 
not see that his wages compensate for only part of his 
labour, the other part being appropriated gratis by the 
capitalist. The payment of wages is always effected in a 
form creating the semblance that the worker is paid for 
his entire labour. i 

Actually the capitalist does not pay the worker for all the 
value he produces, but only for part of it. Is the worker able 
to find out how great is the value he creates every day for 
his boss? At the factory the working time is not divided 
to show that the worker compensates for his wages and 
works for the sole benefit of his boss during the rest of the 
time. 

The buyer of a commodity can use it only after he has 
paid its price. The capitalist, however, buying the com- 
modity—labour power—pays the worker only after he has 
used his labour. 

Wages are calculated in two ways. In some cases they are 
calculated in accordance with the length of working time: 


Wages under 
capitalism conceal 
exploitation 


1 K. Marx. Capital, Vol. 1, Moscow 1965, p. 442. 
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veeks; this is called time wages. In other cases 
ae ee eit in accordance with the quantity of 
products made; this is called piece wages. But in both cases 
a false impression is created that the worker does not sell 
his labour power, but his labour, that he is paid for the 
whole of the labour power he expends. Bons 

Wages under capitalism conceal the division of labour 
time into necessary and surplus. The form of wages does 
not reveal that the capitalist pays the worker for only part 
of his labour and appropriates his surplus labour free of 
charge. Capitalist exploitation is camouflaged. 

Thus wages conceal the exploitation of the worker by 
the capitalist, create a semblance of full reward for his 
labour. This plays an important role in the life of capitalist 
society. These false impressions continue to grip the minds 
of the workers until they manage to free themselves from 
the ideological influence of the bourgeoisie: the press, 
church, science, etc., all of which serve to engrave this 
illusion on the minds of the working people. 

Capitalists strive to lower wages to 


Wara nd Whe a a minimum. It is commonly known 
of the SOLAIS that the prices of commodities 


fluctuate, now rising above, now 
falling below their value. But as distinct from the prices 
of other commodities, wages, i.e., the price of labour 
power, tend to fall below their value. 

The capitalists have devised numerous methods of pick- 
ing the worker's pocket, of reducing his real earnings, but 
they all come to one and the same result: the worker is 
compelled to economise on food, clothing, housing. 

The workers in the capitalist countries suffer most from 
the rising cost of living. The sum of money the worker gets 
from selling his labour power—the nominal wages—is 
one thing; the amount and the quality of foodstuffs, cloth- 
ing, household goods, etc., the worker can buy for the 
money he earns is quite another. The amount of means 
of subsistence the worker is able to buy for his money 
determines his real wages. As the cost of living rises, as 
taxes grow, real wages drop and the conditions of the 
working class worsen. 

In the capitalist countries there are many categories of 
low-paid workers and even whole branches of production in 
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which wages are low. This applies, first and foremost, to 
agriculture and also to some industries, the textile industry, 
for example. Women draw lower wages than men. In some 
cases the wages of women are only half of those paid to men. 

According to official US data, 35 million people live 
in poverty in that country. The US Government has 
declared poverty a “national calamity” and has hypocrit- 
ically declared “war on poverty”. However, in reality only 
second-rate measures are taken under this demagogic 
slogan, which do not exert a tangible influence on the 
disastrous position of millions of people. 

In the colonial and dependent 
countries European workers get 
10 to 13 times more than native workers for the same 
work. Because of discrimination on racial and national 
grounds considerable sections of the working people are 
barred from skilled labour and are the first to get the sack. 

The native population in the colonies and dependent 
countries works predominantly as coal miners, stevedores, 
farm hands on the most difficult and low-paid jobs. They 
are barred from education. 

In the USA 15 million American Negroes are deprived 
of civil rights and are subjected to cruel exploitation. The 
vast majority of Negroes take on such low-paid work as 
stevedores, domestic servants, dish washers, laundrymen, 
etc. 

In the USA many institutions and organisations refuse 

to employ Negroes. When Negroes are hired they are used 
only for auxiliary, unskilled jobs. 
In capitalist society wage labour is 
essentially wage slavery. A Roman 
slave was fettered by chains, while a wage labourer, to use 
Marx’s expression, is tied by invisible threads to his owner. 
The whip of the overseer is successfully replaced by the 
fine book. The inexorable laws of the capitalist mode of 
production fetter the worker effectively to the chariot of 
capital. 

Capitalist exploitation is camouflaged by illusions created 
by its specific features, by its distinction from the old forms 
of exploitation. The bourgeoisie skillfully exploits the 
illusions created by the outward form of wage labour to 
make its slaves work with an expenditure of physical and 


Racial discrimination 


Wage slavery 
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mental labour that was unprecedented under slavery and 
under feudalism. Capitalism has invented a multitude of 
artful methods and systems, from “participation in profits” 
to “social partnership”, and all sorts of “people’s capital- 
ism” theories which simultaneously camouflage and inten- 
sify the threat of starvation. i 

These false theories are used by the advocates of capital- 
ism to keep the working masses in spiritual bondage. The 
champions of the outmoded system maintain that capitalism 
has changed its nature and essence, that there has been 
a “democratisation of capital”. 

They attempt to impress upon the working people that 
they are able to do away with privation and attain better 
living conditions under capitalism. They picture capitalism 
as a social system that provides “equal opportunities” to 
everybody. These assertions are a downright lie. i 

In reality capitalism dooms the bulk of the population, 
the working people, to poverty and hunger, privation and 
suffering. 

Uncertainty of the future, insecurity of existence, cons- 
tantly worsening living conditions—such is the lot of mil- 
lions of working people under capitalism. 

The development of capitalism worsens the conditions of 
the working people and multiplies the wealth of the bour- 
geoisie. Year in, year out the exploiting classes concentrate 
ever greater riches in their hands. At the same time the 
conditions of the working class and of all working people 
keep deteriorating. 

The mechanics of capitalist society is such that the 
workers constantly remain propertyless proletarians, whose 
only way out is to sell their labour power. The capitalist, 
on the other hand, remains the owner of capital, accruing 
continuously owing to surplus value, 

-The humiliating position of labour and the working people 
in the society based on exploitation produces a correspond- 
ing attitude towards labour, distorted views on labour. The 
slaye-owner considered labour an occupation below the 
pime a free person, the contemptible lot of slaves. The 
= i ord saw the decisive superiority of “blue blood” in 

e fact that it freed the nobility of the need to work, 
shifting the burden of labour to the shoulders of the “com- 
mon” people. The bourgeois hypocritically exalts labour, 
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but only the labour of others, the labour of the people 
who are the source of his enrichment. He himself builds his 
welfare on unearned incomes. 

Under all forms of exploiting society, labour is regarded 
as a misfortune, a punishment inflicted upon man for 
his sins. The exploitation of man by man makes labour a 
heavy burden, a curse. 

Capitalism still rules in most 
countries. Hundreds of millions of 
people live under its rule. Modern capitalism causes 
suffering to the popular masses, dooms them to ruin and 
to fear of the future, to exploitation and oppression. The 
danger of bloody wars is always imminent as long as capi- 
talism exists. These wars take a heavy toll of human lives. 
They also destroy huge material and cultural values, 
created by the labour of the people throughout the ages. 

Recently an American newspaper offered a large prize to 
anyone who could think up a successful term to replace the 
name “capitalism”. Explaining its offer, the newspaper 
wrote that the word “capitalism” was no longer of any 
use—the masses are dissatisfied with it, it has become almost 
a dirty word. i 

True, the capitalist system has been condemned by mil- 
lions of people in all countries. Even the faithful servants 
of the bourgeoisie are compelled to admit this. But it is 
not the word “capitalism” but the essence of the social 
system, designated by this word, that rouses the indigna- 
tion of the people. 

Modern defenders of the exploiting system try to sub- 
stitute the word “capitalism” by all sorts of hazy expres- 
sions. They call capitalism “the system of free enterprise”, 
the “system of private initiative”, etc. But although they 
can invent any amount of names for the capitalist order, 
this will not help them to whitewash its essence. 

The bourgeoisie and its lackeys 
Hypocritical talk extol the capitalist system as 
about freedom and embodying freedom and equality. 
equality : ; 
under capitalism Events, however, nail the lie at 
every step. 

Formally, according to the laws of bourgeois countries, 
workers are “free”. The capitalist does not have the right 
to buy and sell workers. In actual fact, however, the 


Capitalism—a dirty word 
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itali nlimited power over wage workers: he can 
Semen a to starvation. The worker i. ‘ae the 
enterprise in question, but he can do no more t a : i 
one particular yoke for an equally heavy one, for he has 
to enter the employ of another capitalist who will exploit 
him as ruthlessly as his former employer. 

Thus under capitalism “freedom” is the complete and 
unrestricted freedom for the capitalist to exploit workers, 
and the “freedom” for the workers to sell themselves into 
bondage to capitalists. M = ; 

Equally untrue is all talk about i equality under capital- 
ism. Bourgeois revolutions proclaimed the equality of all 
citizens before the law. However, it is easy to see that there 
is no, nor can there be, genuine equality of people in condi- 
tions of exploitation. What equality can there be between 
the exploiter and the exploited, between the rich and the 
poor, between the oppressor and the oppressed? 

The bourgeoisie and its lackeys try in every way to 
picture capital as wealth earned through personal effort, 
In a thousand ways they repeat the stupid legends about 
rich people who began their careers without a penny and 
acquired riches only thanks to their thrift, love of labour 
and enterprise. They try by all means to make the working 
people believe that they have the opportunity of becoming 
rich, of becoming capitalists. In reality, however, from 
among the people beginning life as wage workers only one 
in many thousands becomes a petty shop-keeper, and only 
one in a million—a capitalist, and this generally as a result 
of guile and, more often than not, of crime. 

h The contradictions of capitalism 

e Pon radio ton are inherent in the commodity, in 
the conditions of commodity 

production under the- domination of private ownership in 
the means of production. Already under simple commodity 
production there is a contradiction between private and 
social labour. Under capitalism, this contradiction turns 
into that between the social nature of production and the 


private capitalist form of appropriation of the fruits of 
production. 


With the develo 


7 pment of modern machine industry, 
production become : 


s increasingly social. Hundreds and 
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thousands of people are employed in every enterprise. There 
are close links between individual enterprises. Hence, 
hundreds of thousands and millions of people are inter- 
connected in the production process. But the product of 





this social production instead of being placed at the disposal 
of all of society is appropriated by a handful of private 
owners. Capital organises the labour of hundreds and 
thousands of workers in every enterprise separately, while 
unco-ordinated anarchical production carried on by private 
industrialists rules social production as a whole. 

This is the basic contradiction of capitalism, which finds 
expression in the anarchy of production, in effective demand 
lagging behind growing production, in the class struggle be- 
tween the working class and the capitalists. 

Exploitation is camouflaged under 
Significance capitalism. Only Marxist political 
of pee ine economy revealed the essence of 

ġ ei the exploitation of labour by 
capital. The mystery of capitalist exploitation is disclosed 
in the theory of surplus value evolved by Marx. 

The theory of surplus value teaches the working class 
and all the working people in the capitalist countries to 
see the genuine causes of their oppression, poverty and 
privations. It shows that the oppression and privations of 
the workers and of all working people are not accidental, 
are not due to the arbitrary rule of individual capitalists, 
but spring from the whole system of capitalism, from the 
very essence of capitalist production relations. 

Defenders of capitalism strive to deny that the working 
class is exploited by the capitalist class. They refer to the 
fact that in their purchase and sale transactions, the work- 
er and the capitalist are formally equal commodity- 
owners. Marxism revealed that this formal equality serves 
as a guise for the system of wage slavery, that it conceals 
monstrous factual inequality. 

The purchase and sale of labour power is only the in- 
troduction to the process of capitalist production. It is 
in the very process of production that the true nature of 
relations between the capitalist and the worker is revealed. 
They are the relations between the exploiter and the exploit- 
ed. The theory of surplus value throws a spot-light on the 





87 





class relations between the proletariat and the bourgeoisie. 
It shows how the hire of workers, the purchase and 
sale of labour power, camouflages the enslavement of 
millions of wage workers by a handful of factory and 
landowners. 

The theory of surplus value reveals the essence of 
capitalist exploitation. Lenin called the theory of surplus 
value the corner-stone of Marx’s economic theory. It lays 
bare the roots of class contradictions and class struggle in 
capitalist society. 


3. DEVELOPMENT OF CAPITALISM AND CONDITION 
OF THE WORKING MASSES 


Growing wealth It seems at first sight that the 
APER hb is capitalist can do with his surplus 


of capital value as he pleases. There really 

are bourgeois who spend their 
profits in the most imprudent way. Generally, however, 
the capitalist always uses part of his profit to expand 
production. Of course, there are no written laws forcing 
him to do this, but there are other motives that compel 
the capitalist to act in this manner, namely, competition 
and the greed for profit. 

Capital is insatiable in its greed for profit. No matter 
how rich an entrepreneur, no matter how large his profits, 
he wants to be richer still. 

In capitalist society homo homini lupus est. Every 
entrepreneur does his utmost to throttle his competitors, 
to get the edge on them in the competitive struggle, to 
take over their enterprises, to clear for himself the road 
to market domination, to multiply his wealth. If the 
capitalist does not want to go under in this fight with no 
holds barred of each against his neighbour, he has to add 
a large share of his profits to his capital, to invest it in 
production. 

_ The addition of a part of the surplus value to the capital 
is called the accumulation of capital. Accumulating every 
year part of the surplus value, the capitalist becomes the 
owner of a steadily growing capital. If the enterprise of 
a capitalist Was originally valued at, say, $1,000,000, by 
accumulating $50,000-100,000 a year he increases his 
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capital over a ten-year period by 50 or 100 per cent 
and becomes the owner of a capital of $1,500,000 to 
$2,000,000. 

Capital also grows in another way. In the system ruled 
by the quest for profits the strong strangles the weak, the 
large capitalist swallows up his small and weaker com- 
petitors. Buying up the enterprises of his ruined com- 
petitors for a song, or grabbing them as payment for their 
debts, the large industrialist increases his capital. Thus 
capital grows as a result of the struggle, bringing victory 
to few and ruin to many as a result of several sums of 
capital merging into one. 

Large-scale production is more profitable than small- 
scale production. The former makes it possible to. use 
machinery on a wide scale. It can raise the productivity 
of labour to a far higher level than small-scale produc- 
tion. For this reason large-scale industry consistently 
ousts artisans. Among the capitalists themselves there 
proceeds a constant struggle resulting in the ruination of 
the owners of small enterprises and bringing victory to the 
owners of big enterprises, employing vast numbers of 
workers. The larger the enterprise, the larger the mass of 
surplus value appropriated by its owner, and, hence, the 
quicker the accumulation of capital. 

As a result huge sums of capital become the property of 
a very small number of tycoons. This handful of mil- 
lionaires and multimillionaires owns huge fortunes and 
decides the fate of tens and hundreds of thousands of 
people. The mass of wealth produced by the labour of 
the working class and concentrated in the hands of a small 
group of capitalist magnates grows with every passing 
decade. At the same time, those who create all the good 
things of life and feed and clothe the world are forced 
to go through ever greater hardships. 

If the capitalist did not appropriate the unpaid labour 
of workers his capital would melt in a few years. He 
spends enormous sums on himself every year, and after a 
while his capital would be eaten up completely. Actually, 
however, capital does not decrease but grows all the 
time. 

The secret of this mystery lies in the appropriation of 
the unpaid labour of the working class. No matter what 
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the initial source of capital, after a while it turns into the 
accumulated unpaid labour of others. 

Accumulation of capital has very 
Accumulation important consequences for the 
of capital and working class. Expanding produc- 
SHE Working suse tion, the capitalists introduce 
machinery requiring a smaller amount of live labour. This 
changes the relation between the two parts of capital— 
constant and variable capital. Constant capital grows much 
quicker than variable capital. 

The workers ousted by machinery, the defenders of the 
bourgeoisie contend, can easily find employment because 
production expands steadily, Actually, however, produc- 
tion expands slower than workers are ousted by machinery. 
Besides, production expands irregularly: some industries 
expand and hire new workers, others contract and dismiss 
their workers. 

Thus the course of capitalist production ensures the 
entrepreneur with a constant reserve of working hands. But 
this in itself is not enough. Under capitalism there are also 
other inexhaustible sources for supplementing the army 
of the unemployed. There is a steady influx of free work- 
ing hands from the countryside. Agriculture does not 
provide the means of subsistence for hundreds of thousands 
of landless and land-hungry peasants. They are compelled 
to abandon their miserable farms and to move to towns in 
search of work, landing right in front of the gates of 
capitalist factories. 
roe ple aie pies is a multitude of artisans, small 
SH ao apes of small workshops, etc. No matter how 

they cling to their small enterprises, their independ- 

raspii always threatened. Competition with big factories, 

he eens of living and heavy taxes ruin them and push 
ranks of the unemployed. 


When a capitalist installs new 


The uni 3 
of copltae equipment he strives to raise the 
accumulation profitability of his enterprise. 


Technological innovations lower 
s means of subsistence: less amount 
r their production than before. The 
the value of his labour power by 


90 


Whereas the working day was formerly divided into 5 
hours of necessary and 5 hours of surplus labour, the devel- 
opment of technology has divided it into 4 hours of neces- 
sary and 6 hours of surplus labour time, then into 3 and 7 
hours respectively, ete. This means that while the duration 
of the working day is unchanged the capitalist appropriates 
a larger amount of the workers’ unpaid labour, a larger 
amount of surplus value. 

Hence, accumulation of capital goes hand in hand with 
the steady rise in the rate of the exploitation of workers 
by capitalists. The greater the social wealth under capital- 
ism, the larger the army of unemployed, condemned to 
poverty and hunger. Accumulation of wealth at one pole of 
society is at the same time accumulation of misery, agony 
of toil, insecurity at the opposite pole, i.e., on the side of 
the class that produces all the wealth of society. 

Such is the law of capitalist accumulation discovered 
by Karl Marx. 

The growing rate of exploitation 
Relative and of labour by capital means that the 


apholate m working class is receiving an ever 
deterioration ` a 
of the working smaller share of the wealth it 
class’s position produces. 


The total sum of values produced 
during a definite period, say, over a year, in a country is 
called the national income of that country. In the capitalist 
countries the share of the working class in the national 
income is systematically decreasing. At the same time the 
share in the national income appropriated by the bour- 
geoisie and its hangers-on grows constantly. 

For example, in the United States the working people 
received 54 per cent of the national income before the 
Second World War, and only 42 per cent after the war. 
In Britain the share of the working people in the national 
income decreased from 45 to 40 per cent during that time. 
The share of the exploiting classes in the national income 
of the USA and Britain is steadily growing. What is lost by 
the proletariat is gained by the bourgeoisie. 

Therein lies the relative deterioration of the working 
class’s position. It is called relative because there is a change 
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in the relation between the incomes of the working people 
and those of the non-working classes, the relation between 
the living standard of the working class and that of the 
bourgeoisie. The exceedingly low living standard of the 
working class lives side by side with wanton waste of the 
bourgeoisie. i 

Thus, American newspapers report on rich people who 
pay $1,500 for a tie. For millions of low-paid American 
working people this is a year’s income. There was a report 
about a multimillionaire, who to amuse his guests had 
adorned the trees in his garden with fruit of gold. On the 
estate of another capitalist snow-white sheets with his coat 
of arms embroidered on them were spread in the stable for 
horses to sleep on. In American newspapers there was an 
advertisement offering for sale an out-of-town estate with 
a two-mile-long private beach, a summer theatre, four 
gardens, one of which is a copy of the famous Versailles 
Park. 

Defenders of the bourgeois system assert that the posi- 
tion of the working class improves with the development 
of capitalism. Look, they say, did any generation in the 
past have so powerful a technology? Have there ever been 
such railways, ocean liners, cities with millions of in- 
habitants, factories employing thousands of people? Has 
the workman eyer used such sophisticated, highly productive 
machinery? From this they draw the conclusion that the 
development of the capitalist system has raised the material 
welfare of society. 

However, the defenders of the bourgeoisie lauding the 
progress achieved under capitalism do not say the whole 
truth. They tell only part truths, and part truths are worse 
than bare-faced lies. 

Undeniably, during the 150-200 years of its domination, 
capitalism has developed powerful productive forces. As 
paad. the mastery over nature, society has during that 
ime greatly advanced in comparison with all former 
epochs, 

But this is only one aspect of the matter. The other 
KR ae the ear power of man over the forces of 

I een achieved at the price of the enslavement, 
pen and ruthless exploitation of many generations 
of working people. Capitalism has created a powerful 
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technology, but it has built it literally on the bones and 
blood of hundreds of millions of people. 

Capitalism is responsible not only for the relative but 
sometimes also for the absolute deterioration of the work- 
ing class’s position, i.e., it worsens its living and working 
conditions. This means that workers have to eat worse and 
dress worse, live in slums and go without bare necessities. 

In the face of these facts the champions of capitalism are 
sometimes forced to admit that there is a relative worsening 
of the working class’s conditions, but they furiously deny 
that there is an absolute deterioration. Do not, they ask, 
the workers of the second half of the 20th century enjoy 
many benefits inconceivable a hundred and even fifty years 
ago? This is usually followed by a reference to bicycles, 
motor cycles, cars, radios and TV sets, washing machines, 
refrigerators, etc., invented comparatively recently. 

They try to confuse the question of the working class’s 
position under capitalism by such references. They ignore 
a thing every rational person understands, namely, that the 
requirements of people are not immutable. 

The improvement of technology, the development of the 
productive forces and the growth of social wealth evolve 
ever new requirements with all members of society, includ- 
ing, of course, the working masses. 

The requirements of the working class grow with the 
progress of historical development. But in capitalist condi- 
tions it is becoming increasingly difficult for the working 
class to satisfy its normal requirements. 

The position of the working class deteriorates because 
an enormous tax burden is placed on its shoulders. High 
rents and all sorts of deductions from their wages decrease 
the real incomes of the working people. Labour is becoming 
more back-breaking and industrial injuries distressingly 
frequent. It is only through its stubborn struggle that the 
working class counteracts the capitalist’s desire to reduce 
their living standard to an absolute minimum. : 

In recent years consumer credit has become widespread 
in the capitalist countries. Many working people, especially 
those in the higher-paid bracket, buy furniture and other 
consumer durables, sometimes even motor cars, small houses 
or flats on credit. 
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i eoisie maintain that such 
mig AD = ie esis oe of the working class’s 
sieeve oem PONEN consumer credit is but anoth- 
par cesar exploitation of the working people. 
Bast i i to pay for them 15 to 25 
mena (olathe peice ae Fad to pay in cash, 
Bales the capitalists charge extremely high el rales 
(from 6 to 12 per cent a year) for goods so on ae 
Finally, if the buyer fails to pay his regular installment, ang 
this is frequent because of unemployment, sickness or of a 
reasons, the articles bought on credit have to be returne 
to the seller and the buyer’s investment is lost. _ 
Capitalism cannot exist without an 
Unemployment— army of unemployed. This army 
the proletariat’s supplies the capitalist with free 
nage working hands whenever market 
conditions warrant an expansion of production. Bourgeois 
politicians frankly admit that unemployment is essential to 
the capitalist system. In a talk with a correspondent, ex- 
President Harry Truman said that a certain number of 
unemployed, say 3 to 5 million people, was admissible. It 
was good, he said, when some people were looking for 
work, this was healthy for the economic organism. 7 

The capitalist big wigs and their servants say that mil- 
lions of unemployed are essential for “a healthy economic 
organism”. It is easy to see that the capitalists favour 
unemployment because it is a powerful weapon against the 
working class. Always and everywhere the capitalist uses 
unemployment to exert pressure on his workers, to worsen 
their living and working conditions and to raise his profits 
in that way. 

Unemployment is a scourge to the working class. The 
inevitability of unemployment under capitalism brings in- 
security, constant uncertainty about the future to all wage 
workers. The worker’s life is of no value to the capitalist. 
There are many willing to take the place of a worker leaving 
the ranks. At capitalist factories many healthy people 
quickly become invalids, grow old prematurely. The high 
pace of work there, the unbearable duration of the working 
day and industrial injuries are responsible for it. 

In the dependent countries and colonies unemployment 
runs into many millions. 
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Unemployment affects also the conditions of employed 
workers. The large number of unemployed makes their 
jobs unstable, makes them uncertain of the future. They 
have work today but no security that they will have 
it tomorrow. This position is not the result of acci- 
dental causes but of the economic laws of the capitalist 
mode of production. 

Through their long persistent struggle the workers of the 
developed capitalist countries have succeeded in shortening 
the working day. But labour has become very intensive and 
the worker has to spend more energy in an hour than he 
did in two hours before. Under capitalism the excessive 
labour of one part of the working class is concomitant with 
the forced idleness—full or partial—of its other part. 

In the USA, for example, during the whole post-war 
period over 20 per cent of the working people worked more 
than 48 hours a week, while a large part of them worked 
even over 50 hours. At the same time about 10 to 15 per 
cent are compelled to work only part of the week—from 1 
to 34 hours, with a corresponding decrease in wages, while 
millions of workers are fully unemployed. 

The bourgeoisie conceals the proportions unemployment 
has reached. It likes to count money but it does not like 
to count the lives it has wasted. An American scholar said 
there were exact statistical data on the number of pigs 
reared every year and on the amount of wheat harvested, 
but nobody bothered to find out how many workers had no 
work. Official statistics deliberately understate unemploy- 
ment figures. 

In a number of capitalist countries bourgeois statistics 
list as unemployed only those “fortunate” few who receive 
miserable unemployment relief or handouts from private 
philanthropists. There is not a single country in which 
those who look for work for the first time—the growing 
working-class generation—are included. Official data do 
not include the unemployed who have succeeded in securing 
temporary jobs. In the USA, for example, even workers 
employed for one hour a week and those who have no work 
but have been promised to be given some within a month 
are also not considered unemployed. Obviously, therefore, 
the figures on the size of unemployment, which are now 
and then published by the official bodies in the bourgeois 
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countries, reflect only a small part of the real unemployment 
figure. } 

In modern bourgeois society mass unemployment has be- 
come a normal state of affairs. In the USA, the main capital- 
ist country, even according to the deliberately understated 
official statistics, the unemployment figure has for many 
years now never dropped below 3 to 4 million. According 
to official statistics, in 1964 the number of unemployed in 
the USA was 3.9 million people, or 5 per cent of the total 
labour force. But, according to trade union data, another 
2.5 million of partly employed, i.e., those compelled to work 
only part of the working day, and many millions of con- 
cealed unemployed, i.e., those who have despaired of ever 
receiving work and therefore do not go to the labour ex- 
change, should be added to the 3.9 million of fully unem- 
ployed workers. Thus, not 5 but 9 per cent of the total 
labour force is deprived of the chance to work. 

AEP With the development of capital- 
Aggrav: ism society is divided more and 
at a more ie into two hostile 
camps, into two opposing classes: the proletariat and the 
bourgeoisie. All wealth and power is concentrated in the 
hands of the bourgeoisie : it owns nearly all the means of 
production and therefore appropriates the product of social 
labour. The bourgeoisie holds power but it cannot exist 
without the working class. The capitalist could not thrive 
if workers did not operate the machines at his factories. 
Having produced incalculable wealth for the capitalists, the 
working class remains a poor and oppressed class. 

At the present time the number of wage workers, 
employed at factories and offices, comprises about 200 mil- 
lion people in the economically developed capitalist 
countries. In the European capitalist countries there are 
about 100 million factory and office workers, in North 
America about 70 million, in Japan about 25 million, in 
Australia and New Zealand about 4 million. In the economi- 
cally less developed countries of the capitalist world there 
are about 170 million factory and office workers; some 
90-95 million in Asia, about 40 million in Latin America 
and about 20 million in Africa, 
gae bourgeoisie and the proletariat are the two main 

ses in capitalist society. In addition to these classes 
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there are other classes and intermediate strata in nearly 
all capitalist countries. In most capitalist countries the 
peasantry constitutes a particularly large part of the popu- 
lation. The development of capitalism, however, inevi- 
tably leads to the impoverishment and ruin of the bulk 
of the rural workers subjected to exploitation by the capi- 
talists, landowners and rich peasants. 

The spread of large-scale production is attended by grow- 
ing class contradictions both in town and country. The inter- 
mediate layer is being eroded. There proceeds an increasing 
stratification of the petty bourgeoisie: few become capita- 
lists, while many thousands are pushed into the ranks of 
the working class. The development of large-scale capitalist 
production inevitably polarises society: a few bourgeois 
grow rich, while want and privations become the lot of the 
mass of working people. 

A writer once remarked: if a rich man ate a chicken and 
a poor man ate nothing, both “ate half a chicken on an 
average”. This ironical remark illustrates the method by 
which modern bourgeois economists embellish dire capital- 
ist reality. They are very fond of “averages”, which con- 
ceal the true state of affairs. 

They add the high salaries of the directors of capitalist 
firms and the wages of workers and fabricate an “average 
earning”, which considerably exceeds the true level of 
workers’ wages. In other cases they compute “average” in- 
dices for the peasant households, which conceal the enor- 
mous difference between the levels of the rich households 
of the kulaks and the beggarly households of the poor 
peasants. 

The development of capitalism widens the gulf dividing 
the bourgeoisie, on one side, and the working masses of 
town and country, on the other. The capitalist system has 
created a large-scale industry with modern equipment, 
means of transport and communications, has opened up 
rich deposits hidden in the bowels of the earth. During the 
past 150-200 years or so man has greatly extended his 
power over nature. But this success in mastering the 
forces of nature has exacted a heavy toll from the people, 
has been paid for by the sweat and blood of many gene- 
rations of workers. The growth of man’s power over nature 
has intensified the exploitation of man by man. 
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The slave-like, humiliating position 
of the workman under capitalism 
has been vividly described by Marx: . 

“He works in order to live. He does not even reckon 
labour as part of his life, it is rather a sacrifice of his life. 
It is a commodity which he has made over to another. 
Hence, also, the produet of his activity is not the object of 
his activity. What he produces for himself is not the silk 
that he weaves, not the gold that he draws from the mine, 
not the palace that he builds. What he produces for himself 
is wages, and silk, gold, palace resolve themselves for him 
into a definite quantity of the means of subsistence, perhaps 
into a cotton jacket, some copper coins and a lodging in a 
cellar, And the worker, who for twelve hours weaves, spins, 
drills, turns, builds, shovels, breaks stones, carries loads, 
ete.—does he consider this twelve hours’ weaving, spinning, 
drilling, turning, building, shovelling, stone breaking as a 
manifestation of his life, as life? On the contrary, life be- 
gins for him where this activity ceases, at table, in the public 
house, in bed. The twelve hours’ labour, on the other hand, 
has no meaning for him as weaving, spinning, drilling, etc., 
but as earnings, which bring him to the table, to the public 
house, into bed. If the silk worm were to spin in order to 
continue its existence as a caterpillar, it would be a complete 
wage worker.”! 

But, the reader may object, Marx wrote this in the middle 
of the 19th century, over a hundred years ago. Has nothing 
changed since then? 

There is no doubt, much has changed over the last 100 
years in the capitalist countries. The tenacious struggle of 
the working class of the developed capitalist countries for 
its vital interests has not been in vain. During the past de- 
cades the success achieved in the construction of a new life 
in the Soviet Union and other socialist countries has in- 
spired the workers in the capitalist countries, has made them 
resist the exploiters even more stiffly and has forced the 
bourgeoisie to make concessions time and again. In the old 
capitalist countries the working day is no longer 12 hours, 
as it was a hundred years ago, it is now 8 hours in most of 


Was Marx right? 


1 
E Er and F. Engels, Selected Works, Vol. I, Moscow 1962, 
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them. In the economically less developed countries, especi- 
ally those still languishing under colonialism, workers still 
labour for 12 and more hours. 

However, in spite of the concessions the working class 
has wrested from the bourgeoisie, the essence of the capi- 
talist system has not changed. Like in Marx’s time, that 
system is based on exploitation of labour by capital. The 
gulf between labour and capital has not disappeared but, 
on the contrary, has widened enormously. The development 
of capitalism leads to the enrichment of small groups of 
he bourgeoisie, while the bulk of the population is prole- 
arianised, i.e., is transformed into destitute, poor people 
living on the sale of their labour power. 

This shows that Marx’s characteristic of wage labour 
is no less true today than it was in his days. Moreover, in 
present-day conditions it is applicable to wider masses of 
he working people than it was in the past century. 

The exploitation of man by man 
means that the handful comprising 
the rich élite of society lives at the expense of the labour 
of the unfortunate majority. This state of affairs continues 
o exist in our time in the part of the globe still living under 
capitalism. 

A pamphlet that appeared several years ago in Britain 
con ed the admission that both in economic and social 
respects there continue to be “two nations” in Britain. The 
property of half of the people consists almost exclusively 
of personal things and domestic belongings while one per 
cent of the population owns about half of all the private 
property in the country. 

An article in an American magazine said that the 
United States, like any other capitalist country, consists 
essentially of two nations. One comprises those who 
work but do not live, the other those who live but do not 
work. 

Under capitalism, rich idlers lead a parasitical life at the 
expense of other people’s labour. But side by side with it 
there is the compulsory idleness of millions of people. The 
bourgeois system deprives them of the chance to work, 
dooms them to lasting unemployment. The mechanism of 
the capitalist system is such that from time to time most 
able-bodied people become “redundant”. 


Two nations 
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redundant not because society overprodu- 
ae thing, housing, etc. On the contrary, the 
eae e in dire need of the most essential means 
POER oe loyed are half-starved, and 
of subsistence, while the unemployed as 
often have no shelter. Under capitalism, production is car- 
ried on not for the purpose of satisfying the requirements 
of the people, but to make profits. Therefore, eeitepreneurs 
reduce production when Le ena ets pepr 
achine: ss. 
people Simp S pene Pegazenisic has created an 
The bourgeois enormous apparatus of violence 
stare and deceit to keep the people in 
subjection. The bourgeois state, irrespective of its form, is 
an instrument of domination, relying on the police, gendar- 
mery, troops, courts and gaols. ; 

Bourgeois ideologists try to deny the class character ol 
the capitalist state. The state, they say, stands above classes. 
It serves the whole population. Does not the state plan and 
provide facilities and amenities in towns, does it not f ight 
epidemics, does it not introduce compulsory education in 
schools? On this basis they conclude that the modern bour- 
geois state is a “welfare state”. : 

This statement has nothing in common with reality. In 
actual fact all the activities of the bourgeois state serve 
the interests of the capitalists. The class nature of the bour- 
geois state becomes clearly evident, when the authorities 
send troops against striking workers, imprison fighters for 
the working people’s cause. A closer look shows that in 
other cases too the bourgeois state acts in the interests of 
the capitalists. 

Take compulsory education, for example. At the present 
level of technology, illiterate workers are not needed by 
the industrialists. Typical in this respect is the fact that 
in 1960 the Federation of British Industries asked the 
government to extend the term of general universal educa- 
tion at schools, since young people did not know mathema- 
tics and English well enough to meet the demands of mod- 
ern technology. The same applies to the care shown for 
the public health service: the authorities show concern for 
public health because the spread of mass diseases would 
harm the capitalist economy, the rule of the bourgeoisie. 

Continuing to proclaim liberty and equality, the bour- 


100 





geoisie of our days destroys the democratic rights the people 
have won by their long and tenacious struggle. The bour- 
geoisie violates the laws it has enacted when this serves 
to perpetuate and intensify exploitation. 
At first the capitalist entrepreneurs 
alee had to do with a disunited mass of 
A workers. Nothing limited the ar- 
ol the prolemisy bitrary rule of the capitalists. There 
was nothing to stop them from worsening working condi- 
tions. If a worker did not consent to the conditions, the 
capitalist could easily find a substitute. But the workers 
inevitably came to realise the community of their interests. 
They began to unite into trade unions. The entrepreneurs 
no longer faced individual proletarians but an organisation 
of proletarians. The capitalists in their turn formed entre- 
preneurs’ unions. They bribe the most complaisant trade 
union leaders, hire strike-breakers. They use the police, 
troops, courts and gaols in their struggle against the class 
organisations of the proletariat. 

In the developed capitalist countries the working class 
increasingly resists all attempts by the capitalists to lower 
its living standard. By its stubborn struggle for many years 
it wrests certain concessions from the capitalists. But the 
gains of the proletariat are constantly threatened. The capi- 
talisis try to use every favourable situation to go back on 
the concessions they were forced to make, to deprive the 
workers of their former gains. 

When the working people are unable to put up a suffi- 
ciently strong resistance against the exploiters, they are 
condemned to extreme poverty. This is the case notably in 
the colonial and dependent countries. Capitalism has 
brought the peoples of those countries untold sufferings. 

The economic struggle of the proletariat is of great 
importance. The trade unions are able to resist the 
onslaught of the industrialists successfully if their leader- 
ship is efficient, if it relies on correct class positions. 
The trade unions are also a school of class struggle for the 
mass of the workers. 

While admitting the importance of economic struggle, 
Marx always emphasised that this struggle was directed 
only against the consequences of capitalism, but not against 
the root cause of the oppression and poverty of the prole- 
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i ause is the capitalist system itself. T he pro- 
eee = away with the growing exploitation by 
the capitalists exclusively through the economic struggle 
of the trade union organisations. To achieve this it must 
lead a stubborn political struggle. Only by overthrow ing the 
power of the bourgeoisie does the proletariat destroy class 
exploitation, the source of its poverty and privations. 

The workers cannot get rid of exploitation while capital- 
ism continues to exist. The proletariat therefore struggles 
for the overthrow of the bourgeois system, for the abolition 
of capitalist slavery, for the creation of a new, socialist 
society. To achieve this the working class must have a mili- 
tant political organisation. The proletarian revolutionary 
party is such an organisation, armed with a knowledge of 
the laws of social development, and able to lead the workers 
and all working people in the struggle for the destruction of 
the system of capitalist exploitation and for its replacement 
by a new system—communism. The Marxist-Leninst Party, 
the vanguard of the working class, heads the revolu- 
tionary struggle of the proletariat, rallies all the working 
people oppressed by capitalism around itself and directs 
their struggle towards the achievement of the great aim— 
the triumph of communism. 

The whole course of historical 


The proletariat— development prepares the proletar- 
pe ae eee ad iat for its great historical role— 


that of the grave-digger of the 
bourgeois system and the builder of a new, socialist society. 

Capitalism unites the workers by their joint labour. Life 
itself, the conditions obtaining in capitalist society, make 
the workers unite in the struggle against their exploiters. 
At every step the workers convince themselves that in bour- 
geois society they are condemned to back-breaking, forced 
labour, to unemployment and hunger, to lack of rights and 
poverty. 

As capitalism develops, the proletariat’s ranks swell, 
supplemented by ruined small producers—peasants and ar- 
tisans. The workers become increasingly aware of the es- 
sence of capitalist slavery, and this strengthens their deter- 
mination to struggle for their vital interest. The working 
class becomes a force able to rally around itself all working 
people and to lead them in the decisive battle for the over- 
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throw of capitalism and the revolutionary reorganisation of 
society along socialist lines. 

The proletariat is the most advanced class in capitalist 
society. It is deprived of the means of production. In this 
it differs from the peasants, who run their small farms on 
the basis of private property. The proletariat is in no way 
interested in perpetuating private property. Only the 
proletariat fights consistently and to the end for the aboli- 
tion of all exploitation, for socialism. The proletariat creates 
enormous wealth by its labour: factories, railways, houses 
and public buildings. United at large factories, trained by 
the harsh capitalist labour discipline, the proletariat as- 
similates urban culture. 

In addition to being the only force able to overthrow 
capitalism, the proletariat is by its very nature capable of 
building a new society free from the exploitation of man 
by man. Decades of strike action, revolutionary struggle 
and class battles have tempered the proletariat and made 
it grow into the genuine leader of all working masses. Only 
under the leadership of the working class can the other 
strata of the exploited population free themselves from 
the capitalist yoke and embark on the road to a free life 
worthy of man. 

Marxist political economy teaches the proletariat of the 
capitalist countries to understand that only the irreconcilable 
class struggle for the overthow of the capitalist system 
and the building of socialism can liberate the exploited 
masses. At the same time it explains the meaning, impor- 
tance and methods of the proletariat’s class struggle and 
its political and economic organisations for their immediate 
demands, against the onslaught of the capitalist monopolies 
on the elementary rights of the working people and on their 
living standard. 

A hundred years ago Marx regarded the victory of the 
British working class in the struggle for a legislative limita- 
tion of the working day as an open capitulation of the bour- 
geoisie’s political economy to the political economy of the 
working class, as a triumph of the political economy of 
labour over the political economy of property. At that 
time it was a question of passing a law to limit the working 
day to ten hours. Since then the political economy of the 
working class has scored enormous victories over bourgeois 
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political economy. The rule of the bourgeoisie has once 
and for all been overthrown on a territory where over one- 
third of the world’s population live, while in the remaining 
part of the world the bankruptcy and doom of the capitalist 
system is becoming more and more evident at every new 
turn of history. 


REVISION QUESTIONS 


. What are the features of commodity labour power? 

. Where and how is surplus value created? 

. What is the main contradiction of capitalism? 

. How does the position of the working masses change 
with the development of capitalism? 

5. What is the historical mission of the working class? 
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Chapter V 


DISTRIBUTION OF SURPLUS VALUE AMONG 
THE VARIOUS GROUPS OF EXPLOITERS 


The surplus value created by the labour of the wage 
workers is the source of all unearned incomes in bourgeois 
society. Surplus value is distributed between the various 
groups of exploiters as a result of the operation of sponta- 
neous economic laws of capitalism, through incessant strug- 
gle and cutthroat competition. 


1, PROFIT OF INDUSTRIAL CAPITALISTS 


Value of the commodity The value of the commodity manu- 
and its production costs factured at a capitalist enterprise 
consists of two elements. First, it is the value transferred 
from the means of production (part of the value of the 
machinery, the value of the raw materials, fuel, etc.), and, 
secondly, the value newly created by the labour of the 
workers. 

The capitalist does not spend his labour on the manufac- 
ture of commodities, he spends only his capital for that 
purpose. He is interested mainly in this expenditure. It 
also consists of two elements. First, it is the expenditure 
of constant capital (which includes part of the value of the 
machinery, the value of the raw materials, fuel, etc.) and, 
secondly, the expenditure of variable capital (the wages of 
the workers). The capitalist production costs of commodities 
consists of these two elements. 

Let us compare the value of the commodity with its 
production costs. The first component part of the value of 
the commodity coincides with the same part of the produc- 
tion costs. As regards the second component, in the value 
of the commodity it is the value newly added by the labour 
of the worker, whereas in the production costs it is the 
value of the labour power. 

But the value of the labour power, as we have shown 
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above, is smaller than the value created by the labour of 
the workers. The value created by the workers’ labour 
embodies: 1) compensation for the value of the labour 
power and 2) the surplus value. 

Hence, the capitalist’s costs of production of the com. 
modity are lower than their value, or the real production 
costs. The cost of the commodity to the capitalist is 
measured by capital expenditure; the real cost of the com- 
modity—by labour expenditure. 

The surplus value is the difference between the labour 
expenditure and the capital expenditure on the production 
of any commodity, the difference between the capitalist 
production costs and the actual costs of production. It is 
the part of the commodity’s value that did not cost the 
capitalist anything. The capitalist appropriates this part 
of the commodity’s value free of charge, through the 
exploitation of the workers. a 
Capitalist profit ie pe capitalist sells the com- 

: odi e recovers not on 
production costs but also gains a surplus value. A 


words, it is not the capital 
ie ee A eds outlay but the labour outlay 
It follows that the ca 


y is higher than its pro- 
e, the industrialist still 
odied in the commodity. 
mmodity that has been 
urplus value is a certain 


ing an illusion that profit is created by capital itself and 
not by the workers’ labour. 
Thus, the forms of capitalist relations camouflage their 
real content. 
We have mentioned above that the 
rate of surplus value is the percen- 
tage ratio of the surplus value squeezed from the workers 
to the variable capital. The percentage ratio of the mass 
of the surplus value to the whole capital is the rate of profit. 
Let us take, for example, a capital of $300,000 and 
assume that the constant capital is equal to $285,000 and 
the variable capital is $15,000. Let the surplus value be 
equal to $45,000; In that case the rate of surplus value will 
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comprise ī50r 300 per cent. The rate of profit will be 


Rate of profit 


500 or 15 per cent. 


Since the whole capital is bigger than its variable part, 
the rate of profit is lower than the rate of surplus value. At 
an identical rate of surplus value, the rate of profit is the 
lower the smaller is the variable and the larger is the 
constant capital. It is the rate of profit and not the rate of 
surplus value that shows how profitable a given enterprise 
is to the capitalist. 

7 Capitalist economy consists of an 
caine A! ft enormous number of factories in 
sites diverse branches of industry. 
Capital of different size is invested in different enterprises. 
But in addition to size, their capital also differs as regards 
organic composition. 

The organic composition of capital is the ratio of the 
constant to the variable capital (c:v). 

In enterprises where many workers are employed, and 


where the expenditure on buildings, machinery and plant, 
raw materials, etc., is small the organic composition of 
capilal is low. Conversely, the composition of capital is 


high in enterprises where most of the labour is automated 
and mechanised, or where very expensive raw materials 
are processed and relatively little money is spent on the 
purchase of labour power. ; 
Competition between capitalists results in a levelling of 
profits on equal sums of capital. 
Let us assume for the sake of simplification that there 
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are only three sectors in a country, which have a capital of 
identical size but of a different organic composition. The 
size of capital in each sector is equal to 100 million (dol- 
lars, pounds sterling, or any other currency). In the first 
sector the total capital consists of 70 million constant 
capital and 30 million variable capital; in the second of 
80 and 20 million respectively, and in the third of 90 mil- 
lion and 10 million respectively. Let the rate of surplus 
value in all three sectors be 100 per cent. 

In that case the surplus value squeezed from the workers 
in each of the three sections will be equal to the variable 
capital, i.e., 30 million surplus value will be produced in 
the first sector, 20 million in the second and 10 million 
in the third. 

If the commodities are sold at their value the capitalist 
in the first sector will make a profit of 30 million, the one 
in the second 20 million and the one in the third 10 million. 
But the overall size of the capital is identical in all three 
sectors. Such a distribution of profits is advantageous for 
the capitalists in the first sector but entirely unfavourable 
for those in the third. The capital from the third sector 
will therefore flow into the first sector. Competition bet- 
ween the capitalists will compel those in the first sector to 
lower the prices of their commodities. At the same time it 
will enable the capitalists of the third sector to raise the 
prices of their commodities to a figure that will make the 
profit in all three sectors approximately equal. 


The course taken by the levelling of the rate of profit 
can be seen from the table below: 














Value of | Price 
Constant i i Rates 
Sectors tapial a puthlu s ae com- Drott. 5 ie 
duced modi- cent 
ties | 
[nahi 70 30 30 130 
120 20 
ue basma Re: 80 20 20 120 120 20 
ves nits OO 10 10 110 120 20 
Total .| 240 | 60 | 60 | 360 lay | 20 
Thus, competition between capitalists results in 


the domination of the law of the average rate of profit. 
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Like all laws of capitalism it establishes itself through 
innumerable deviations. 

In our example commodities pro- 
duced in all three sectors are sold 
at 120. At the same time the value of the commodities in 
the first sector is 130, in the second—120, and in the third— 
110. Thus the prices of commodities differ from their value. 
The price of all three commodities is made up by adding 
the average profit (20) to the production costs—(100). The 
price equal to the costs of production plus the average profit 
is called the price of production. 

In capitalist society commodities are sold not at their 
value but at the prices of production, This does not mean, 
however, that the law of value ceases to operate in capitalist 
conditions. On the contrary, it holds good in full measure. 

The price of production is nothing but a modified form 
of value. This can be seen from the following. 

First, while some industrialists sell their commodities 
above value and others below, on the scale of society as a 
whole the sum of prices of production is equal to the sum 
of the values of the commodities. Thus, all capitalists taken 
ogether obtain the full value for their commodities. Sec- 
ondly, the profits of the whole class of capitalists are 
equal to the surplus value created by the whole unpaid 
labour of the proletariat. Thirdly, the drop in the value 
of commodities entails a drop in their prices of produc- 
ion. Conversely, a growth in their value leads to an in- 
crease in the prices of production of commodities. 

The levelling of the rate of profit means that part of 
the surplus value produced by workers in the sectors in 
which the organic composition of capital is low flows into 
he sectors with a high organic composition of capital. 
Hence, the workers are exploited not only by the capitalists 
who employ them but also by the capitalist class as a 
whole. Only the struggle against the capitalist class as a 
whole, for the destruction of the bourgeois system, enables 
he working class to abolish exploitation. 

The organic composition of capital 
grows with the development of 
capitalism. Every time an entrepre- 
neur, replacing workers by a machine, makes production 
cheaper, expands the sale of his commodities and boosts 


Price of production 





Tendency to a lower 
rate of profit 
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his profits. The mass of raw materials, machinery and 
equipment in enterprises increases and the part of the 
capital intended to pay for embodied labour rises, while the 
variable capital intended to pay for live labour increases 
at a much slower rate. 

Let us return to our former example. The total sum of 
capital is made up of 240 million (dollars, pounds sterling, 
etc.—it does not matter which) constant capital and 60 
million variable capital. At a rate of surplus value of 100 per 
cent, the surplus value amounts to 60 million, which means 
that the rate of profit in our example is 20 per cent. 

Let us assume that after ten years of accumulation the 
total sum of capital has grown from 300 to 500 million. 
At the same time, owing to technological progress, the 
organic composition of capital has grown and these 500 
million now consist of 425 million constant and 75 million 
variable capital. 

In that case, at an equal rate of surplus value (100 per 
cent), 75 million surplus value will be produced. The rate 


of profit will equal: a 15 per cent. In other words, 


at an unchanged rate of surplus value the mass of profit 
will increase (75 instead of 60) while the rate of profit will 
fall (15 per cent instead of 20). 

Thus, the increase in the organic composition of capital 
engenders a tendency for the average rate of profit to fall. 
Like all laws of the capitalist mode of production, this 
tendency establishes itself through a maze of deviations. 

A number of factors oppose the tendency to a lower 
average rate of profit. They obstruct this tendency, retard 
the decrease of the rate and partly paralyse it. First among 
these obstructive factors is the intensification of the working 
class's exploitation. The rate of surplus value grows as 
capitalism develops. Furthermore, the value of every ma- 
chine, of every piece of equipment, drops with an increase 
in labour productivity. These are but some of the factors 
containing the falling rate of profit. 

_ The sinking rate of profit does not at all mean that there 
is a decrease in the mass of profit, i.e., the sum total of the 
surplus value squeezed from the working class. The same 
reason that is responsible for the falling of the rate of profit 
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—rising labour productivity—makes for the growth of the 
mass of profit. 

The tendency of the rate of profit to fall exacerbates the 
contradictions of capitalism. 

The capitalists strive to counteract this tendency by in- 
tensifying the exploitation of workers. This aggravates the 
contradictions between the proletariat and the bourgeoisie. 

The tendency to a lower rate of profit also intensifies 
the struggle within the bourgeoisie itself. Striving for a 
higher rate of profit the capitalists export their capital 
to other countries where labour power is cheaper and 
the organic composition of capital is lower than in the 
countries with highly developed industry. 

To maintain prices at a high level industrialists unite in 
all sorts of associations. They strive to raise their profits 
that way and to prevent the rate of profit from falling. 

The contradictions engendered by the tendency of the 
rate of profit to fall become particularly acute during 
crises. 

2. TRADING CAPITAL AND LOAN CAPITAL 
Trading capital 


‘ The surplus value created by the 
and trading profit 


workers’ labour is appropriated 
primarily by the industrial capitalist. He shares his profits 
with the owners of trading and loan capital. 

These are the oldest representatives of capital. Merchants 
and usurers existed even under the slave-owning and feudal 
systems. Trading and usurious capital played an important 
role in the process of primitive accumulation, prepared the 
ground for capitalist production. 

In pre-capitalist times the surplus product created by the 
labour of the slave, the serf or the artisan was the source 
of profit for merchants and usurers. The merchant and 
usurer either pumped this surplus product directly out of 
the small producers or appropriated part of the product 
received by the slave-owner or the feudal lord as a result 
of their exploitation of slaves or serfs. 

Under capitalism the merchant and usurer continue to 
exploit and ruin the small producer—the peasant and the 
artisan. But the main source of their profits is the surplus 
value squeezed by the industrialists from the wage workers. 

Commodities produced at a capitalist enterprise must be 
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sold to buy new means of production and to hire workers 
so as to continue production. But trade also requires capital, 
If the industrialist were to sell his commodity to the con- 
sumer himself, he would have to spend a certain part of 
his capital on equipping trading premises, on hiring the 
sales staff, ete. Delegating all these functions to the mer- 
chant, he shares with him some of his profit. He sells him 
commodities at the factory price, which is lower than the 
price of production. 

Trading profit is therefore part of the surplus value which 

the industrialist concedes to the merchant. Spending a cer- 
tain amount of capital, the merchant must receive on this 
capital a profit of the usual size. It would be unprofitable 
to engage in trade if trading profits were below the 
usual average rate. 
Under capitalism the prices of 
Many commodities fluctuate under 
the influence of many factors. It is 
very difficult and often even impossible to foresee all these 
factors. Thus, if there are prospects for a rich harvest, grain 
prices drop at the beginning of summer; if the harvest pros- 
pects deteriorate later, grain prices shoot up. 

This opens up the possibility for speculative trade. Com- 
modity exchanges are centres of such trade. Large-scale 
trade in uniform commodities (grain, cotton, metals, etc.) 
is concentrated at these exchanges. 

On commodity exchanges, transactions are concluded for 
a definite period: the seller undertakes to deliver to the 
buyer a fixed amount of the commodity of a given type at 
a stipulated time. Many of the transactions on these 
exchanges are performed in expectation of price fluctua- 
tions and, hence, of deriving speculative profits. 

Loan capital The capitalist does not have to 

i spend the proceeds from the sale 
of his commodity immediately. He may have at his dis- 
posal money he does not need for the time being. 

Thus, every capitalist has at certain times a surplus of 
money capital for which he cannot find immediate appli- 
Senet Ae idle capital, i.e., capital that does not pro- 
tor Pike ie u A e the capitalist is short of money, 
UE v > Waen he has to buy new equipment. To ensure 

uninterrupted operation of his enterprise the capitalist 
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must have reserves to use when he is short of money, but 
which lie idle at other times. 

Since there are many capitalists, it often happens that 
when one of them has a temporary surplus of money 
capital, another experiences a temporary shortage of money. 
Competition compels the capitalist to see to it that every 
part of his capital gives a profit. The capitalist therefore 
lends his free money. 

Being able to receive money on loan, the industrial capi- 
talist does not have to keep substantial sums of money 
idle. He can use a loan to expand production, to increase 
the number of workers he exploits and, hence, to obtain 
more surplus value. 

The industrialist pays the moneylender part of the sur- 
plus value as a reward for the money capital placed at his 
disposal. This part of the surplus value is called interest. 
Loan capital is capital yielding an interest. Usurious capital 
was the forerunner of loan capital, which operated long 
before the emergence of capitalist production, i.e., under 
the slave-owning and feudal systems. 

Capital in the function of loan capi- 
tal is a commodity and therefore 
has a price. The price of capital is 
the interest, i.e., the sum of money being paid for the use 
of a capital of a definite size over a definite period. If $3 
are charged for the loan of $100 for a year this means that 
the rate of interest (or simply the interest) is 3 per cent. 

Banks charge different interest rates for different trans- 
actions. They naturally pay less for deposits (passive 
operations) than they charge for loans (active transactions). 
They also charge different interest for loans, depending on 
the time-limit for which the loan is granted, and on other 
conditions. Banks likewise pay different interest on deposits. 
The difference in terms of deposits—primarily the differ- 
ence between demand and time deposits—gives rise to a 
difference in rates of interest. 

The rate of interest fluctuates frequently. Like in other 
business transactions, the price in the given case depends 
mainly on demand and supply. 3 

If the supply of money is greater than the demand for it. 
the rate of interest drops, and vice versa. Under normal 
conditions the rate of interest is limited by the rate of 
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average profit. In exceptional cases, however, when, for 
example, the capitalists are faced with bankruptcy, the 
rate of interest may rise above the average rate of profit. 

The interest yielded by loan capital is part of the surplus 
value. In this case the source of surplus value is extremely 
well camouflaged and the deceptive outward appearance of 
capitalist relations reaches its apogee. 

The fact that loan capital brings in an income in the 
form of interest seems just as natural as a pear-tree yielding 
pears. Money itself is the source of income. This, according 
to Marx, is the extreme form of the mystification of capital. 
The movement of loan capital is 
effected by banks. On the one hand, 
they collect all idle capital, and, on 
the other, place money capital at the temporary disposal of 
capitalists in need of it. 

Banks originated before the capitalist mode of produc- 
tion. But it is only under capitalism that they have devel- 
oped fully and become widespread. 

Initially the banks were mainly intermediaries in the 
settlement of accounts. Entrepreneurs usually keep their 
money in a bank. The bank makes payments according 
to their orders. In view of this the banks collect all sorts of 
money incomes and lend them out to capitalists. The money 
of industrialists and merchants flows to banks, and also the 
money savings of the working people, which reach banks 
mainly through savings accounts. Finally, a growing part of 
bank deposits is formed of the moneys of capitalists who 
prefer interest on capital to the risk and trouble of running 
a business. 

Generally, at every given moment only a small number 
of depositors apply to a bank for a refund of their deposits. 
The withdrawal of money is generally compensated by the 
influx of new deposits. The bank is therefore able to pay 
back deposits to all those who demand it even though il 
keeps only a comparatively small amount of money. The 
bank places the bulk of the money capital at the disposal of 
capitalists in the form of loans. 
ae Lande changes radically in the event of upheayals: 
AE A ie ee aie mass of depositors wish to 
Poa n oe pa s. If the bank was unable to prepare 

o collect a sufficient amount of money 


Banks as dealers 
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in its safes by borrowing from other banks or the govern- 
ment, it goes bankrupt and declares that it is unable to pay - 
back deposits. The bankruptcy of a bank results in the ruin 
of many capitalists, the loss of the savings of the petty 
bourgeoisie, etc. Bankruptcies deepen a crisis. 

The industrialist pays the bank a certain compensation 
for the loan he receives. If he takes $1,000 at the beginning 
of the vear. he has to return $1,030 at the end of the year, 
which means that the bank charges an annual interest of 
3 per cent. 

In that case the bank pays the owners of the money 
(the depositors) a smaller interest, say, 2 per cent. This 


means that of the $30 received by the bank from the 
industrialist, it has to pay $20 to the money owners. Hence 
the income of the bank is $10. 


This transaction reminds one of an ordinary business deal 
in which a merchant buys a commodity for $20 and sells 
it for $30. The only difference is that the commodity 
bought and sold by the bank is not an ordinary commodity, 
but a special one, This commodity is a sum of money that 
has turned into capital and is used as capital. 

Thus, the bank deals in capital. Capital has become 

a commodity and serves as an object of purchase and 
sale transactions. 
Some enterprises, for example, the 
building of railways, demand huge 
capital outlays. Joint-stock companies are set up to raise 
large sums of capital for such purposes. 

Joint-stock companies existed as early as the 17th cen- 
tury but became widespread only in the second half of the 
19th century. In modern capitalist countries the bulk of 
large enterprises are joint-stock companies. p 

A joint-stock company is an enterprise whose capital is 
owned by many. Every owner holds a definite number 
of shares. A share is a certificate confirming that its holder 
has invested in the enterprise a certain amount of money, 
say 1,000 dollars, marks, etc. 

Formally the joint-stock company is governed by the 
general meeting of shareholders. It appoints the board of 
directors and other officials, hears and confirms reports on 
the work of the company and decides important issues. 

But at the shareholders’ meeting each share has a vote 
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and the true owners of the company are the big sharehoid- 
ers, i.e., those who own a large stock of shares. 
4 Defenders of capitalism allege that 


Myth about em N 
AE Y the spread of joint-stock companies 
of capital results in a democratisation of capi- 


tal. In this connection they lavishly praise the issue of 
small shares, i.e., shares of a comparatively small denom- 
ination. ; 

Every factory or office worker, they say, can afford to 
buy such shares, and this enables the working people to 
become full-fledged co-owners of enterprises. According to 
them this means that capital is dispersed, that it assumes 
the character of “people’s” capital. 

In reality, however, even in the USA, the richest capitalist 
country, nine-tenths of the population own no shares. The 
shareholders are the big, medium and partly petty bour- 
geoisie, highly-paid officials, office workers, people of free 
professions and a small part of skilled workers. Only a few 
dozen out of a thousand workers own shares, and only a 
few people in a thousand farmers and agricultural workers 
have them. What is most important is that the working 
people own only a negligible portion of the shares in the 
country. The family of the multimillionaire Du Pont owns 
ten times more shares than all American workers taken 
together. 

The small shareholders have no influence in the company. 
One big shareholder owning, for example, a million dollars’ 
worth of shares has more votes than 9,999 small sharehold- 
ers, each of whom owns 100 dollars’ worth of shares. 

The joint-stock form of enterprises does not in the least 
mean that there is a democratisation of capital. On the 
contrary, it enables large capital to subject and use to its 
ends the accumulations of small and medium capitalists 
and a certain portion of the sayings of the upper echelons 
of the factory and office workers. The joint-stock form of 
enterprises greatly promotes the growth of capital and the 
amalgamation of production. 

A share entitles its owner to a part 
of the profits of the enterprise. Let 
danital oe _ us assume that the total share 
Paasa S eee pt is $1,000,000, divided into a thousand 

3 each. Let us further assume that the enter- 
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prise has made a profit of $250,000. The board decides to 
leave $100,000 as reserve capital and to distribute the 
remaining sum among the shareholders. This means that 
every share will yield its owner an income of $150. 

The income received by the shareholder is called the 
150 


dividend. In the above case the dividend will be 1000 





or 15 per cent. 

Shares are bought and sold on the stock exchange. The 
price at which a share is sold is called its quotation. 

Instead of buying shares, the capitalist could deposit all 
his money in a bank. In that case he would receive an in- 
terest of 3 per cent on his $1,000, i.e., $30. However, the 
owner of the money is not content with such an income. 
He prefers to buy shares, for even though this is connected 
with some risk, it promises a greater return. 

If a money-owner wants to buy shares of an enterprise 
paying a dividend of 15 per cent, the holders of these shares 
will be unwilling to part with them at their nominal price 
(i.e., at the price stated on the shares). 

A share of a thousand dollars yielded a dividend of $150. 

The prospective buyer of this share will have to pay more 
than a thousand dollars for it. The upper limit to which 
this share can rise is, perhaps, $5,000; by depositing 
this sum in a bank, its owner can get the same $150 
in the form of interest. 
When an enterprise belongs to a 
single owner, his capital—say, a 
million dollars—takes the form of factory buildings, machin- 
ery, reserve stocks. raw materials, finished products, and 
a certain sum of money, which is kept in the safe of the 
enterprise or in the owner’s current account in a bank. 

What happens when an enterprise of a single owner is 
transformed into a joint-stock company? Suppose a thou- 
sand shares of $1,000 each are issued. As a result of this 
operation the capital of the enterprise doubles, as it were. 

The factory buildings, stores, machinery—all remain as 
they were. They constitute the actually existing capital of 
a million dollars. In addition to it, there emerges a million 
dollars’ worth of securities. These are the shares distributed 
among various holders. 

This issue of shares introduces a double count. The same 
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capital exists, first, as the enterprise, machinery, stocks of 
raw materials, etc., and, secondly, as securities. 

In reality the issue of shares has not added a cent to 
the initial capital. But it does seem as if new capital has 
appeared, that the capital has doubled. 

Shares are no more than a reflection of the actually exist- 
ing capital of an enterprise, but at the same time they exist 
independently of the enterprise: they are bought and sold, 
deposited, etc. 

This new capital existing in the form of securities is 
called fictitious capital. In addition to shares, fictitious cap- 
ital may take the form of bonds. These are promissory 
notes issued by enterprises or the bourgeois state floating a 
loan on definite conditions. 

During crises and other upheavals, fictitious capital de- 
preciates at a catastrophic. speed. The depreciation of ficti- 
tious capital exercises a far-reaching effect on the whole 
economy because this capital is linked by thousands of 
threads—through banks, the monetary system, etc.—with 
actual production and circulation, 

Stock exchange For various reasons the quotations 

of shares fluctuate constantly. 
Nobody knows beforehand how great will be the dividend 
yielded by a share. The quotations of the war industry 
shares rise when the arms race intensifies. The shares of 
locomotive-building, rail-rolling mills go up if a long rail- 
Way is to be built. Transactions with securities are performed 
at the stock exchange. The stock exchange is a market whe- 
re shares and bonds are bought and sold. It is a centre for 
speculation in securities. 

Big capitalists and banks play a decisive role at the 
ais exchange. When there is a speculative rise in quota- 
ions they skim the cream, and when there is a stock 
exchange crash, small shareholders and small speculators 
are ruined en masse. 

i At the dawn of capitalist production 
of tee tricia the capitalist was both the owner 
of capital and the manager of the enterprise. 
from capital investment a spread of credit and especially 
about a different state of aff ae E as brouell 

The distinguishing feature of loan capital is that it 
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is used in production not by its owner. The ownership of 
capital is thus separated from capital investment. 

The capitalist becomes an owner who has nothing what- 
ever to do with production. Production is run by hired 
servants of capital—by managers and directors. With the 
development of capitalism a growing number of people 
derive huge profits from capital without lifting a finger to 
earn them. 

The separation of the ownership of capital from capital 
investment strikingly demonstrates that the capitalist 
ownership of property is unnecessary for production, and 
that this ownership is of a parasitical nature. 


3. GROUND RENT UNDER CAPITALISM 


Private ownership 
in the land and 
capitalist rent 


In nearly all capitalist countries 
there are vestiges of feudalism. The 
most important one of them is pri- 
vate ownership in the land. 

Land is the basic condition for agricultural production. 
Under capitalism an enormous area of land is in the hands 
of big landowners. The landowner uses his right of property 
to exact a toll from society. This toll is capitalist ground 
rent. 

Capitalist ground rent differs substantially from its pre- 
capitalist counterpart. Under feudalism the landowning 
class appropriated the whole surplus social product in the 
form of rent. Under capitalism the landowners appropriate 
only part of the surplus social product, only part of the 
surplus value. 

The theory of rent proceeds from the following proposi- 
tions. The landowner leases land. The lessee is the capitalist 
who runs the farm with the help of hired workers. The un- 
paid labour of the hired workers produces surplus value. 

This surplus value goes first and foremost to the capitalist 
lessee. He keeps part of it—the profit on his capital. The 
other part, a certain surplus profit, he is forced to pay to the 
landowner as ground rent. 

The landowner frequently does not lease his land but 
hires workers himself to run the farm. In that case the rent 
and profit is appropriated by a single person. In addition, 
a great role is played by the rent collected from the peasants. 
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But to understand these complex relations we must first of 
all gain a better understanding of the essence of capitalist 
ground rent. 

A distinction should be made between differential and 

absolute rent. Let us first discuss differential rent. 
Individual tracts of land differ as 
regards their fertility. With the 
same labour expenditure, a more fertile plot will yield a 
more abundant harvest. Š 

The distance of the tract from towns, rivers, the sea or 
railways is also crucial. The owner of a farm occupying a 
more favourable situation saves a lot of money on the 
transportation of his products. í; 

Let us consider three plots of different fertility. The lessee 
of each spends on workers’ wages, the purchase of seed and 
the maintenance of cattle, etc., say, $1,000 a year. Let us 
further assume that the average profit is 20 per cent. 

Owing to the different fertility the harvest will amount 
to 100 centners of wheat on the first farm, 120 on the 
second and 150 on the third. The price of production is the 
saa on all of them, i.e., $1,200 (the production cost plus 
bh a oe profit). In that case the price per centner will 
oS the first farm, $10 on the second and $8 on 
Pete market takes no account of the different fertility of 

ep ots. The „price per centner of grain is the same, no 
pr =e cael it was grown. Normally, the market needs 
= pcre all three plots. What will be the market price 

If the price were to be 
second plot would not = hd aea eg ‘a 
aont AEON p their outlay, let 

e average profit. In that case they would 


transfer their i i i 
A capital into industry or other economic 


If the price were to be $1 
0 
would only recover his expe: 


the average profit and wo 
in industry. 


M e market price must be $12, i.e., must equal the 
production of the least fertile plot. And since so- 


ciety needs the products of it i 
price that is established on a O o 


Differential rent 


% the lessee of the first plot 
nditure but would not make 
uld therefore reinvest his money 
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Difference in the situation of plots are no less important 
than differences in their fertility. The tenant of the remotest 
plot spends more on the production and delivery to the 
market of one centner of grain than does the tenant of a 
plot located closer to the market. 

In industry the price of production is determined by 
average production conditions. If an enterprise is run ac- 
cording to obsolete methods, it spends more labour per unit 
of commodity but realises from the sale of the finished 
product only the price determined by the average level of 
technical development. 

The price of production of agricultural products forms 
in a different way. It is determined by the conditions of 
production on the worst of the cultivated plots. The land 
area is limited. For this reason it is impossible arbitrarily 
to set up a desired number of equally good plots, as distinct 
from industry, where an enterprise can be equipped with 
any number of perfect machines. The surplus profit due to 
the expenditure of capital on a better plot of land or the 
more productive use of capital forms the differential rent. 

But, to return to our example, let us assume that the 
market price of wheat is $12 a centner. 

The tenant of the first (worst) plot will get $1,200 for 
his harvest of 100 centners. This will equal his production 
outlay ($1,000) plus the average profit (200). 

The tenant of the second plot will get $1,440 for his 120 
centners. He will make $240 over and above the production 
outlay and average profit. 

The tenant of the third plot will receive $1,800 for his 
150 centners, i.e., will make $600 over and above the pro- 
duction outlay and average profit. 

Naturally, the tenants of the second and third plots would 
be only too happy to pocket the surplus. But there is com- 
petition between capitalists. Any number of capitalists is 
willing to return the surplus over the average profit to 

» the landowner as rent, keeping the average profit. The 
surplus over and above the average profit is therefore 
collected by the landowners as differential rent. The surplus 
yielded by the outlay of capital on better soil forms the 
differential rent. ; 

The surplus over and above the average profit received 
from better plots of land arises irrespective of the system 
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of landownership. But private ownership in the Jand enables 
the landowner to appropriate this surplus in the form of 
differential rent. 3 

This surplus profit, like all surplus value in general, is 
created by labour alone. On more fertile plots labour is 
more productive than on less fertile ones. The difference 
in fertility is responsible for the difference in labour pro- 
ductivity. 

Under capitalism one gets the false impression that rent 
is a product of the land and not of labour, since it is ap- 
propriated by the landowner. Actually, however, the only 
source of rent is surplus labour, surplus value. 
titer In addition to differential rent the 

- landowner receives absolute rent. 

Let us once again remember our example. No surplus 
profit forms on the first, the worst, plot of land. We 
assumed that the tenant of that plot selis wheat at a price 
which is made up of his outlay plus the average profit, i.e. 
at the price of production. ; 

But the owner of the plot will not allow the tenant to use 


it free of charge. Hence, the tenant of the worst plot must’ 


make a certain surplus over and above the average profit 
when he sells his wheat to pay the landowner for the right 
to invest his capital inthe land. This means that the market 
price of agricultural products must be higher than the price 
of production on the worst plot of land. 

Agricultural products are therefore sold at prices that are 
higher than the price of production. The surplus thus 
pe goes to the landowner. This is the absolute ground 

As distinct from differential rent, absolute grou rent i 
the result of private landownership. Without C HA ae 
ana a Dema there could be no absolute rent. 

rential rent is the result of a single market price. 
Menin peaa differently with e rent: it is Tidi 
sponsible „for higher market prices of agricultural 
products. Like differential rent, absolute rent is rt 
of surplus value. = 


The toll paid Ground rent is a toll that society 
to parasitic landowners under capitalism is compelled to 

FA 7 „Pay to the class of landowners. 
This toll increases with the development. of capitalism. 
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Yet, the landowner is an absolutely unnecessary figure for 
capitalist production. His income is of a purely parastic 
nature. 

The existence of differential rent deprives society of all 
advantages connected with the natural fertility of the soil, 
and gives these advantages to the landowners. Absolute 
rent makes agricultural products—foodstuffs for the work- 
ers and raw materials for industry—more expensive. If there 
were no absolute rent these products would be sold at the 
prices of production. Hence, because of absolute rent, they 
are sold at prices above the prices of production. 

Frequently land is leased from 
Rent through the landowners not by capitalist 
exploitation 
of the peasants entrepreneurs but by small 

farmers. They cultivate the land 
by their own labour and do not hire working hands. Where 
then does the rent come from, since there is no hired 
labour to produce surplus value? 

Here the source of ground rent is the exploitation of the 
peasants by the landowner. The peasant gives part of the 
products of his labour to the landowner. Marx wrote that 
under capitalism the exploitation of the peasants differs 
from the exploitation of the factory proletariat in form only. 

Very often the part given to the landowner is so large 
that the peasant has to lead a half-hungry existence in spite 
of his back-breaking labour. This applies particularly 
where there is a heavy residuum of feudal times and where 
vestiges of pre-capitalist rent are added to the capitalist 
rent collected by the landowner from the tenant. 

This was the case, for example, in tsarist Russia. 
The landowners bled the land-hungry peasants white. 
The landowner collected rent as a downright payment 
and in addition demanded all sorts of labour rent and 

payments in kind. 

Being private property, land can be 
u bought and sold. If we leave out 
Price otlana of account all sorts of installations 
and’ improvements (buildings, water-supply, irrigation 
systems, etc.), the land as such does not have and cannot 
have any value, since it is not a product of human labour. 
But even though land has no value it always has a price 
under capitalism. 
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This price is not a monetary expression of value. It 
expresses something different. Land has a price because the 
landowners have turned it into their private property. 

The price of land depends on the size of the annual 
income it yields. The price of a plot of land is expressed 
in a sum of money, which, if deposited in a bank at the 
existing rate of interest, would give an income equal to the 
rent from the given plot. This calculation is called capital- 
isation. 

The price of land is nothing else but capitalised rent. For 
this reason the price of a plot of land is the higher the 
greater is the rent and the lower is the rate of interest. In 
buying land, the buyer actually pays the landowner ground 
rent for a number of years in advance. 

The advocates -of capitalism at- 


The lie about the tempt to explain away the high cost 
Sea of diminishing of living caused by the payment 


of rent to the landowners by 
references to “natural laws”. They declare that agriculture 
is affected by the law of “diminishing returns”. 

This “law”, they say, is a natural law and in no way 
depends on the social system. They say that every 
subsequent amount of labour applied to the soil bears less 
fruit than the preceding one. 

This invention of the “law of diminishing returns” is 
intended to whitewash capitalism and to relieve it of the 
responsibility for the poverty of the working people. Capital- 
ism, say its advocates, is not guilty of the privations suffered 
by the popular masses. These privations, they allege, are due 
to the fact that the population grows at a faster rate than 
the production of agricultural products. On this basis the 
most shameless lackeys of the bourgeoisie even laud wars 
and epidemics, which decimate the population. 

The misanthropic “Jaw of diminishing returns” is nothing 
but pure invention. It leaves out the most important consid- 
eration, namely, the technological level of production, the 
State of the productive forces. The defenders of the 
notorious law proceed from the false assumption that 
technology in agricultural production is as a rule at 
a standstill and that changes are the exception: But the 
point is that additional labour applied in crop farming is 
generally connected with technological advance, with “the 
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introduction of new and better methods of agricultural 
production. 

Lenin compared the advocates of the “law of diminishing 

returns” with people who say that as a rule trains stand 
at stations, and move only as an exception. 
In the capitalist countries the large 
mass of small peasants owns less 
land than a handful of big land- 
owners. In pre-revolutionary Russia 
the bulk of the land was owned by big landowners, the tsar’s 
family, monasteries and kulaks (rich farmers). There 
were about 30,000 big landowners in Russia owning 500 
dessiatines each. They held about 70,000,000 dessiatines 
of land. 

Ten million of the poorest peasant farms also had about 
70,000,000 dessiatines. Large estates averaged 2,300 


Distribution of land 
in the capitalist 
countries 


dessiatines each, while a peasant household held 7 dessia-~ 


tines of land. Thus, one estate was as large as about 330 
poor peasant farms. 

There was a sea of land-hungry and landless peasants 
in Russia. Only the Great October Socialist Revolution 
evicted the parasites from the land and gave the land to 
the working peasantry. 

In modern bourgeois countries the land is concentrated 
mainly in the hands of big landowners. This leads to the 
oppression and impoverishment of the peasantry. 

The development of capitalism 


Separation leads to an ever greater separation 
of agricultural of agricultural production from 
production 


the ownership of land. The owner 
does not till the land but only ap- 
propriates the ground rent. 

Capitalism, Marx wrote, carries landownership to an 
absurdity. It is clear that agricultural production can be 
carried on without private landownership. 

The separation of agricultural production from land- 
ownership proceeds in two forms. 

First, in the form of leases. The farm is run by the 
tenant, while the land belongs to the landowner. Leasing 
of land thrives in all capitalist countries. The working 
peasants have to lease land from the landowner on the most 
onerous terms. 


from landownership 
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Secondly, in the form of mortgages. Mortgage loans are 
credits secured by a mortgage on real property. When a 
Jandholder needs money for some urgent payments (for 
example, to pay his taxes), he applies to a bank for a loan. 
Often a small peasant applies for a loan to buy a new plot 
of land. The bank grants the loan by taking a mortgage on 
that plot of land as security for this loan. 

If the loan is not repaid in time the bank takes posses- 
sion of the plot. To all intents and purposes, the bank 
becomes the owner of the plot even earlier, for the debtor 
peasant gives his income from the land as interest to the 
bank. This means that the rent is received not by the 
peasant, who formally owns the land, but by the bank. 
Mortgages mean the most merciless exploitation of the 


mass of peasantry. 
Capitalism condemns not only the 


Community working class to insecurity but 
of interests of tio, also the bulk of the peasantry. The 
wworking.clags. an peasants are cruelly exploited by 
ee eels iy, the landowners and capitalists. 
against exploitation The development of capitalism is 


attended by the stratification of the 
peasantry. The small top echelon in the countryside—the 
kulaks—get rich by ruthlessly exploiting the working 
peasantry. As a result, many peasants are ruined, sell their 
miserable farm and become farmhands or go to the towns 
in search of work. The great intermediate section of the 
middle peasantry lives in conditions of instability and 
uncertainty. 

In agriculture, as in industry, large-scale production has 
enormous advantages over small-scale production. 
Machinery and other technical improvements can be used 
in large-scale production, while small-scale production 
cannot afford them. In many bourgeois countries a large 
part of the land belongs to landowners who fleece the 
peasants. Every tax increase, every drop in the prices of 
agricultural products jeopardises the further existence of 
a multitude of small peasant households. The peasants 
incur debts and are victimised by usurers and banks. Even 
though peasants work their fingers to the bone to maintain 
their seeming economic independence, a great many small 
farms are ruined and their owners become either wage 
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workers at industrial enterprises or farmhands. The farm- 
hands receive miserable pay for their labour and the length 
of their working day is decided arbitrarily by the boss— 
the big agricultural capitalist or the kulak. 

Thus, under capitalism the mass of the working peasants 
suffers cruelly from exploitation. On this basis there arises 
a community of interests between the working class and 
the peasantry in the struggle against the exploiters— 
the capitalists and the landowners. The leadership 
in that struggle belongs to the proletariat as the most 
progressive social class. 

Long before the emergence of 
Growing antithesis capitalism, trades were separated 
between town and. from agriculture. That was a large 
country P] = rates 

step forward in the social division 
of labour. In pre-capitalist societies, however, farming was 
predominantly natural. The level of technical equipment in 
trades was not much higher than in agriculture. Agriculture 
was the dominating branch of production. 

The situation changed radically with the emergence and 
development of capitalism. Formerly shoes, clothing and all 
sorts of domestic articles were made by the peasant’s family 

or by peasant-artisans. Capitalism creates a textile and 
| shoe industry, and factory-made goods oust home-made 
| articles because they are both cheaper and better. Com- 
modity production becomes dominant. The transition to 
machine industry brings about the complete separation of 
industry from agriculture. 
Capitalism separates eyer new sectors of industry from 
| agriculture and the distinction between industry and agri- 
culture, between town and country, becomes ever deeper. 
The capitalist town ruthlessly exploits the countryside. 
Technological advances—new methods of production, 
new improvements and machinery—are introduced in in- 
dustry. Until recently agriculture was based on backward 
equipment and manual labour even in the most developed 
capitalist countries. Machinery and advanced agricultural 
techniques were widely introduced in the agriculture of 
the advanced countries only after the Second World War. 
This transitios from manual labour to modern machine 
production is attended by the ruination and liquidation of 
the millions of peasant households which are being 
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swallowed up by large-scale capitalist enterprises. In the 
economically underdeveloped countries, however, agri- 
culture still remains at an extremely low technical level. 

Ground rent serves to pump enormous funds into the 
pockets of the big landowners. The mass of surplus value 
being produced in the countryside is appropriated by them. 
They spend these funds in a parasitic way. 

Even when the farmer buys land he is no better off. He 
has to spend a large part of his funds on the purchase of 
land and little is left to buy machinery, implements, etc. 
This is one of the main reasons for the ruin of the peasants. 

Capitalism bursts the narrow confines of the natural 
economy but at the same time dooms the broad masses of 
the rural population to more ruthless exploitation. Even in 
the most developed capitalist countries the bulk of the 
peasantry is cut off from urban culture. 

The antithesis between town and country is one of the 
deepest contradictions of the capitalist system. 


REVISION QUESTIONS 


1. How is the surplus value divided among the exploiters? 

2. What is the source of commercial profits, interest on 
loans and ground rent? 

3. What can you say of the role played by the private 
ownership of land? 

4. Where do the interests of the various groups of exploiters 
coincide and where do they differ? 








Chapter VI 


CAPITALIST REPRODUCTION AND ECONOMIC 
CRISES 


1. SIMPLE AND EXTENDED CAPITALIST REPRODUCTION 


Production —_ The mass of commodities being 
and reproduction produced in a country is in 

constant movement. Various pro- 
ducts are produced, used up and reproduced. Just as society 
cannot stop consuming, it cannot stop producing. This 
constant renewal, this’ uninterrupted repetition of produc- 
tion is called reproduction. Reproduction is a necessary 
condition for society to exist under any social system. If 
society were to produce year in year, out the same amount 
of products, this would be simple reproduction. 

Before the emergence of capitalism the development of 
the productive forces proceeded slowly. The volume of 
social production changed little from year to year and from 
decade to decade. To all intents and purposes reproduction 
was simple. 

With the transition to capitalism the formerly virtually 
stagnant state of social production gave way to rapid 
development of the productive forces. What is character- 
istic of capitalism as a social system is not simple but 
extended reproduction, i.e., a yearly increase in the output 
of products. 

Any society reproduces not only the mass of products 
but also the social relations of production. If production 
has a capitalist form, reproduction too assumes this form. 
This means that capitalist relations of production, notably 
those between the capitalists and workers, are being 
reproduced every year. 

A country’s social product is the 
total output of the country over a 
stated period, say a year. 

The social product is made up of two parts. One part 
compensates for the means of production used up during 
the year: the raw materials, fuel, machinery, etc. These 


The social product 
and national income 
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expenditures must be replaced for production to be con- 
tinuously renewed, i.e., to make reproduction possible. The 
other part of the social product is the value newly created 
during the year. This is the country’s national income. 

In capitalist society this income is national only by name. 
The bulk is appropriated by the capitalists. What is left 
goes to the working class as wages. The share of the national 
income remaining in the hands of the capitalists is spent, 
first, on their personal consumption, on the satisfaction of 
their various whims, the maintenance of servants, etc., and 
secondly, on accumulations with a view to enlarge capital 
and expand production. 

A large part of the national income is appropriated by 
the bourgeois state. State budget allocations are spent 
mainly on the maintenance of the state apparatus, which 
is an instrument of violence the exploiters use against the 
exploited, on the arms race, on assistance to capitalist firms 
experiencing financial difficulties, etc. 

For production to expand part of the national income 
must be used to set up new enterprises, to enlarge pro- 
ductive capacities in existing factories and to hire additional 
contingents of workers. In capitalist society all questions 
connected with the extension of production are solved by 
private owners—capitalists. They dispose of the part of 
the national income going to accumulation. Thus, society’s 
most important task, the increase in the volume of the out- 
put, depends on the arbitrary decisions of the capitalists. 

Every capitalist taking up produc- 
wma of tion buys means of production and 
reproduction labour power. After the process of 

j ; production is completed, the 
capital of the industrialist, which has been increased by the 
surplus labour of workers, takes the form of a definite 
amount of finished products—commodities. The capitalist 
sells these commodities and realises a definite sum of money. 
He then buys new means of production and hires workers 
with this money and the process of production is renewed. 
; Hence, every capital passes through a cycle known as the 
circulation of capital. For reproduction to take place there 
must be a constant circulation of capital. 
a in bourgeois society there are many capitalists and 
ny sums of capital. It is therefore necessary that the 
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whole mass of capital should be able to circulate. In other 
words, all capitalists must be able to sell the goods made 
at their factories. 

The actions of the individual capitalists, and hence the 
movements of the various sums of capital are closely in- 
terlinked, This multilateral link of the individual enterprises 
and the individual sums of capital makes itself felt on the 
market where the capitalists sell commodities produced at 
their factories. 

In their circulation the individual sums of capital are 
interlinked and this circulation comprises the movement 
of social capital as a whole. Hence, social capital is the 
entire mass of individual sums of capital in their interre- 
lation and interdependence. 

Social capital is not just a simple arithmetical sum of all 
individual sums of capital. In the social capital the in- 
dividual sums of capital are interconnected. While each 
one is independent of the other, yet they all depend on each 
other. This contradiction becomes manifest when the 
finished product is sold, in the course of the reproduction 
of the total social capital. 

In the course of capitalist reproduction there is not only 

a constant renewal of the relations of exploitation of labour 
by capital but these relations assume a wider scale. More 
and more workers are brought under the yoke of capitalist 
exploitation, and the rate of their exploitation is steadily 
rising. Thus, capitalist reproduction is always linked with 
a growth of class contradictions in bourgeois society. 
The annual product of a country 
consists of many different com- 
modities. As regards their material 
form the whole mass of diverse commodities is divided 
into two major groups: 1) means of production and 
2) means of consumption. 

Correspondingly, production is divided into two major 
groups: 1) the production of the means of production and 
2) the production of articles of consumption. 

In the final analysis all products of human labour serve 
to satisfy diverse requirements of individuals and social 
groups. The only difference is that some products serve this 
purpose directly (articles of consumption), while the others 
serve for the production of articles of consumption (means 


The problem 
of realisation 
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of production). The material form of every product pre- 
determines its further role in the reproduction process. 

When they sell the produced mass of commodities the 
capitalists must realise its value so as to be able to continue 
production. We already know that the value of the indi- 
vidual commodity manufactured at a capitalist enterprise 
consists of 1) the fixed (constant) capital, 2) the variable 
capital and 3) the surplus value. 

These three parts make up the value of the whole annual 
product of capitalist society. The division of the annual 
product according to value predetermines diverse roles to 
its various parts in future. 

In the process of realisation every part of the annual 
product must be exchanged in a way enabling it to play in 
future the role assigned to it both as regards material form 
and yalue. This calls for a definite quantitative correlation 
between the separate parts of social production—both in 
value and in physical form. This constitutes the problem of 
realisation of the social product. 

For the sake of simplification let us 


Conditions of assume that the whole economy of 
realisation under fra d i 
simple and extended acountry is conducted along capi- 
reproduction talist lines. In that case simple re- 


production will proceed as follows. 
The whole mass of commodities produced within the year 
by the first group of enterprises, i.e., by the enterprises 
manufacturing means of production must be equal to the 
mass of the means of production consumed during the year 
at enterprises of both groups. For example, if 200 million 
tons of coal are burned during the year, the annual coal 
production must also constitute 200 million tons. If 100,000 
lathes are worn out during the year, an equal number must 
be feo during that period. 
et us now turn to the second group of enterprises, i.e., 
to those manufacturing articles of consumption. The whole 
mass of the commodities produced by that group must be 
equal in value to the income of all the workers and capital- 
i both groups of enterprises. For all the produced 
= “i les sf consumption must be consumed by the capitalists 
E ar icant Since according to our presupposition there 
a other classes in the country. But the capitalists and 
e workers are able to consume only as much as they 
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are able to buy for their income: the surplus value appro- 
priated by the capitalists and the wages paid to the 
workers. 

Thus, an essential condition of simple reproduction is 
that the sum of the variable capital and the surplus value 
of the first group should be equal to the fixed capital of the 
second group. 

Let us now take a look at the conditions of realisation 
under extended reproduction. 

Extended reproduction involves accumulation. To increase 
production the existing enterprises must be expanded or 
new ones built. In either case this means that a certain 
amount of new means of production must be put into opera- 
tion. These means of production must be manufactured 
during the preceding period. 

Hence the annual finished product of the first group of 
enterprises, producing means of production, must contain 
a certain surplus over and above the amount needed for 
simple reproduction. This means that the sum of the 
variable capital and the surplus value of the first group 
must be greater than the fixed capital of the second group. 

Such are the conditions essential for the realisation of 
commodities under simple and extended capitalist reproduc- 
tion. For reproduction to pursue its unhindered course 
there must constantly be a complex correspondence be- 
tween the individual branches. 

But the movement of capitalist production proceeds 
spontaneously, through uninterrupted fluctuations and 
deviations, through the constant violation of the ratios 
that must exist between individual enterprises and groups 
of enterprises. The complexity of the process of capitalist 
reproduction interferes with its normal course. For this 
reason the course of capitalist reproduction is inevitably 
interrupted by periodical economic crises (i.e., crises recur- 
ring at regular intervals). 


2. ECONOMIC CRISES UNDER CAPITALISM 


Want and surplus In the capitalist part of the world 
changes in the economic climate 
affect the lives of millions of 
people. Economic life under capitalism constantly fluctuates 


and changes even sharper and more unexpectedly than the 
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caprices of the weather. There are many indicators that are 
considered barometers of the economic climate: the state 
of the stock exchange, price fluctuations, changes in com- 
modity stocks at warehouses, the movement of orders at 
enterprises, etc. There are institutes engaged in forecasting 
the economic climate. Alas, these forecasts are often even 
less reliable than weather forecasts. Frequently the 
forecasters predict a cloudless sky when a storm, an eco- 
nomic crisis, is in the offing. 

Why are the forecasts of the economic climate so un- 
reliable? The fault lies not only with the imperfect methods 
used for its observation and study. Most important is the 
fact that this climate does not depend on the people’s will. 
If it were within the power of the capitalists, they would 
gladly banish crises from the economy, but they cannot 
and that is the whole trouble. : 

A book describing the life of miners in the USA con- 
tains the following conversation. A miner’s son asks his 
mother: i 

ka why don’t you light the stove, Ma, it’s cold.” 
a oR Your pa has no job and we have no 

“Why has he no job, ah, Ma?” 

Because there is too much coal.” 
oe family of the miner freezes because too much coal 

een mined. Millions of working people, among them 
Ns Lge starve because too much grain has been 
ami aie ae audity has ce means of production, 
Aa dn. act siete ne workers but the factory 
himn » locomotives stand idle, standing 


wr Sra auses are filled to bursting while work- 
ie ae memp oyment and their families go 


Fi conditions during crises of over- 
An i j 

Ps FESPA Repmaper published the following calcula- 

das ia SR following the destructive 1929-33 

capit e me people starved to death in the 

of grain, 267 pica Sa same year over a million carloads 

26,000 tons of ice, 25 s of coffee, 258,000 tons of sugar, 


3000 t 1 
products were deliberately = os 
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Epidemics 4 Society went through many up- 
of overproduction heavals and catastrophes before 

the capitalist system emerged and 
asserted itself. But then the causes of these catastrophes 
were natural and social disasters: floods, droughts, devas- 
tating wars and epidemics. 

Such calamities often turned flourishing countries into 
barren deserts or heaps of rubble. A sharp decrease in pro- 
duction followed, the fruits of the labour of many gene- 
rations were destroyed, the people were condemned to 
extreme poverty and hunger. 

But only capitalism has given rise to crises of overproduc- 
tion and to cruel deprivations of the working masses as a 
result of the production of “an excess” of commodities. 

However, is an excess of coal, grain, clothes and housing 
really being produced? Of course not. The requirement in 
grain, coal, clothes is enormous. But the working people 
have to go without even the bare necessities because their 
pockets are empty. 

That means that too many commodities are produced not 
as compared with the actual requirements of the majority 
of the working people but as compared with their purchas- 
ing power. Capitalism does not worry about satisfying the 
requirements of the working people. The capitalists are 
interested only in selling their commodities at a price that 
will ensure a sufficiently high profit. But during crises they 
are deprived of this possibility. The sharp discrepancy be- 
tween the mass of the commodities produced at capitalist 
enterprises and the effective demand of the population leads 
to economic crises of overproduction. 

During the 1929-33 crisis in the United States wheat and 
maize were used for heating instead of coal. Millions of pigs 
were destroyed. A large portion of the cotton harvest was 
left in the fields to rot. In Brazil millions of bags of coffee 
were thrown into the sea. In Denmark herds of cattle were 
destroyed, in France and Italy—thousands of tons of fruit. 

: Economic crises of overproduction 
are caused by the basic contradic- 
tion of capitalism. This, as we saw 
aboye (see Chapter IV), is the contradiction between the 
social character of production and the private capitalist 
form of appropriation of the fruits of production. 


Inevitability of crises 
under capitalism 
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With the development of modern industry production has 
acquired a social character. Hundreds and thousands of 
people are employed at every enterprise. There are close 
links between enterprises. Hence, hundreds of thousands 
and millions of people are closely interlinked in the pro- 
duction process, but the product of this social production 
is not placed at the disposal of society as a whole, but is 
appropriated by a small group of private owners. 

The basic contradiction of capitalism leads to anarchy 
of production and the limited consumption of the masses, 
owing to the exploitation of labour by capital. 

Capitalism is a social system in which anarchy of pro- 
duction reigns supreme. All capitalists strive to make a high 
profit. Everyone seeks to lay his hands on the largest pos- 
sible amount of profit, to encroach upon the interests 
of his rival or even to remove him, if possible. It is the 
survival of the fittest as in the animal kingdom. Every- 
thing is decided by those who can subject the others and 
to enforce their domination. Anarchy of production is a 
law of capitalism. 

Typical of capitalism is the conflict between two im- 
portant conditions of production: between the means of 
production concentrated in the hands of the capitalists, 
and the workers who are deprived of everything but their 
ae power. This conflict Tises quickly to the surface 

uring crises of overproduction, when a vicious circle 
forms: on the one hand, there is a surplus of means of 
ieee and products, on the other—a surplus of the 
op is of unemployed deprived of the means 
The anarchy of capitalist production and the exploita- 


tion of labour by capital make the economic crises of over- 


roducti itali F a 
Hee ale a that shake the capitalist countries periodically, 


Fr hae production does not pursue the aim of satis- 
et ae Ar ea but of deriving profits at the expense 
even under ae eae labour. In the final count, however, 
sumption aie ism production is connected with con- 
working masse: T on it. The consumption level of the 
the capitalists Th imited because of their exploitation by 
to an intensifi ae growth of capitalist production leads 

nsilication of exploitation. This involves a re- 
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lative decrease in the effective demand of the bulk of the 
population and hence a decrease in commodity sales. 

An expansion of production results in a temporary in- 

crease in the sales of means of production. The more pro- 
duction expands, the more machinery, building materials, 
raw materials and fuel are needed. The enterprises using 
these means of production put out an ever increasing mass 
of consumer articles. At a certain moment it becomes dif- 
ficult to sell the rapidly growing amount of consumer ar- 
ticles because the hand-to-mouth existence led by the 
masses prevents consumption from rising, i.e., production 
expands without a corresponding expansion of consump- 
tion. Sales, therefore, inevitably run up against the wall 
of the limited consumption of the working masses. 
Crises of overproduction emerged 
together with capitalist large-scale 
industry. In the course of 150 years 
they have shaken the bourgeois world every few years. 
They repeat themselves with a certain regularity. Capitalist 
industry goes through a definite cycle between two con- 
secutive crises. 

On the eve of a crisis production reaches its top level. 
There is already overproduction even though it is not yet 
apparent. Frequently, but not always, financial collapse 
is the first indication of imminent break-down. Brokers, 
bankers, speculators panic. A feverish hunt for money 
begins. Creditors demand the payment of debts. Depositors 
rush to the banks. A great number of small and medium 
and some large enterprises go bankrupt. 

The crisis continues. Warehouses are packed with goods 
which cannot be sold. Many enterprises close down. Work- 
ers are given the sack and unemployment grows. Whole- 
sale prices drop, sometimes even retail prices sink, but the 
demand does not grow. Surviving enterprises have to cur- 
tail or even to stop production for the time being. 

A period of stagnation (depression) sets in. Industry 
marks time. 

This state of affairs makes the capitalists intensify the 
exploitation of workers, lower their wages and make them 
work harder. At the same time the capitalists strive to make 
production cheaper by introducing all sorts of technical 
improvements and to make it profitable even in conditions 


The capitalist cycle 
and its phases 
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of decreased demand. Enterprises are re-equipped and 


there is an extensive renewal of fixed capital. 

The demand for means of production rises. There is a 
change from stagnation to revival. Many of the weaker 
enterprises have gone to ruin. The surviving enterprises 
renew production and expand. Every industrialist attempts 
to recoup the losses he incurred during the crisis. Produc- 
tion regains its former level. 

Gradually production outstrips its former level and a 
boom sets in. Production expands without due regard for 
effective demand. Owing to the contradiction between 
the social character of production and the private capitalist 
form of appropriation this demand is limited, and after 
some time increased production inevitably comes in conflict 
with the narrow confines of the market. A new crisis breaks 
out and the cycle repeats. l 
As stated above, crises have been 
oo faithful companion 
; throughout its existence. In mo 
times, when the world is split into two O 
and capitalism—the bourgeois system has lost its former 
stability. Capitalist reproduction proceeds at a time when 
its contradictions and difficulties have grown immeasurably 
_ After the First World War and the victory of the social- 
ist revolution in Russia the contradictions of the capitalist 
oe made crises more frequent and disastrous. In 1920- 
ae Sonam crisis played havoc with the majority of 
oe pi ist countries. In 1924, and again in 1927, the 
cae eet great difficulties in selling its output. 
as any economic conditions deteriorated rapidly in 

. British industry stagnated during the whol riod 
between Ra aE g whole perio 
hit Simone and most ching of all crises ever to have 

pitalist economy broke out in 1929. T isi 
embraced all capitalist i eon 
icat pitalist countries and raged for four years 
eaving a deep scar in the consci ss of j f 
the capitalis Ousness of the peoples of 
Pl t world. The memory of the “ ae 
—that is how the bourgeois sci ee coe 
cience and press christened 


the 1929-33 crisi i 
Teens: risis—still haunts the minds of millions of 


: The crisis led to a dro 
italist world by 


Economic crises 
in modern times 


P of production in the whole ca 
p e cap- 
44 per cent, in some countries by 50 per 
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cent. As regards the level of production the capitalist coun- 
tries were thrown back by 25-40 years. The number of un- 
employed in the leading capitalist countries reached 30 to 
40 million. The earnings of workers decreased sharply- 
Great numbers of peasants were ruined: Millions of fam- 
ilies experienced hunger and want. 

At a time when there was a shortage of everything the 
capitalists, being unable to sell their commodities, destroyed 
the fruits of the people’s labour. The production apparatus 
was also destroyed: blast furnaces were dismantled, mines 
flooded, fruit trees cut down, Crops burned, etc. 

A cruel economic war broke out on the world market. 
The world trade turnover sank to one-third of its former 
volume. 

The capitalists found a way out of the crisis by intensify- 
ing the exploitation of the working class, by further ruining 
the peasantry. This hastened the maturity of the next crisis 
of overproduction, which began in the second half of 1937. 
The number of unemployed in the capitalist countries, 
which had dropped from 30 million in 1933 to 14 million 
in 1937, rose again to 18 million in 1938. 

The thirties of this century were marked by large-scale 
unemployment, a drop in the living standard of the work- 
ing class and intelligentsia and the ruin of peasants. 

After the Second World War the triumph of socialism 
in a large group of European and Asian countries and the 
collapse of the colonial system further contracted capital- 
ism’s sphere of domination. The difficulties of capitalist 
reproduction multiplied. At the same time the successes of 
socialism throw the danger of acute crises and mass Un- 
employment under bourgeois rule into bold relief. The rul- 
ing classes have grounds to fear that a crisis resembling 
the catastrophe of the thirties may wreck capitalism through 
the action of the working class and all working people. 
This makes the bourgeois states direct their policy to pre- 
venting especially sharp and deep disturbances in reproduc- 
tion so as to safeguard the rule of the capitalist class as a 
whole. Hence, the extensive militarisation of the economy and 
all sorts of assistance to the monopolies by the bourgeois 
governments which command large economic resources. 

The advocates of the bourgeoisie spread the lie far and 
wide that the arms race gives employment to the working 
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people and obviates crises. Events have belied what they 
have said. The arms race is headed by the USA. But it is 
exactly that country that has become the centre of economic 
slumps and crashes, of mass unemployment and under- 
capacity production at enterprises. In the USA economic 
crises of overproduction have become increasingly frequent. 
During the post-war period the US economy experienced 
four crises: in 1948-49, 1953-54, 1957-58 and 1960-61. 

The economic upheavals in the USA affected the whole 
capitalist world. The US crisis in 1958 had far-reaching side- 
effects on the West European economy. Production was 
reduced and unemployment shot up in a number of West 
European countries. The difficulties of reproduction in- 
crease periodically in all capitalist countries and this leads 
to a sharp decrease in the industrial production growth 
rates and sometimes even to a drop in the volume of output 
Stagnation sets in in various industries and is observed in 
some economic regions for a lengthy period, while produc- 
tion is greatly curtailed in others and workers are losing 
their jobs. The ruthless struggle on world capitalist markets 
brew frequent balance of payments crises, which in turn 
lead to cuts in production. State budget deficits grow and 
the state national debt increases in many countries. 


3. CRISES AND THE POSITION OF THE WORKING PEOPLE 


a Crises „reveal the deep-rooted 
it nS Rage contradictions of capitalism. Dur- 
oor ing crises the fruits of the labour 
= oa of people are destroyed, while most people are 
ren K satisfy their essential requirements. The pro- 
pars Bo she p Society are being wasted. Equipment 
» Machine-tools rust and factory buildings de- 
e, society’s main productive force, 
undreds of thousands and millions 
ut into the street. 
eae to protracted unemploy- 
een i working class has to lead a pur- 
ae oe They lose the skills they acquired duii 
pitas eg work. Workers, having reached a cer- 
3 o give up the hope of ever returning to the 
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bench. The growing generation of the working class is 
barred from production. Highly skilled people, trained in 
educational institutions, cannot apply the knowledge they 
have acquired. There is also unemployment among the 
intelligentsia. 

The capitalists use crises and unemployment to lower 
wages and worsen labour conditions. During crises it is 
much more difficult for the working class and its trade 
unions to fight the actions of the capitalists directed at 
lowering the living standard of the working people. Crises 
therefore not only bring down enormous want on the 
unemployed but also deteriorate the position of the work- 
ing class as a whole. 

Crises aggravate class contradictions by ruining small 
producers and making wage labour more dependent on the 
capitalists. Crises make many workers who formerly were 
not enemies of capitalism or regarded it with indifference 
join the active struggle against bourgeois domination. 

Crises devastate the economy and 

Crises and obliterate the fruits of the 

the aggravation of labour of millions of people. This 

the con tr ee strikingly illustrates the inability of 

p capitalism to cope with the forces it 

has brought into being. The anarchic nature of capitalist 
production becomes abundantly evident. 

“The crisis shows,’ Lenin wrote, “that modern society 
could produce immeasurably more goods for the improve- 
ment of the living conditions of the entire working people, 
if the land, factories, machines, etc., had not been seized 
by a handful of private owners, who extract millions of 
profits out of the poverty of the people.”! 

Defenders of the bourgeois system attempt to gloss over 
the true nature and the causes of crises. Trying to conceal 
the inevitability of crises under capitalism they assert that 
these are a result of accidental causes, which according to 
them can be obviated even under the capitalist system of 
economy. The ultimate cause of crises, they declare, is an 
accidental disturbance in the proportionality between the 
branches of production, or “underconsumption”, and they 


1 V, I. Lenin, Collected Works, Vol. 5, Moscow 1961, p. 92. 
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recommend such means as the arms race and war to do 
away with it. 

Actually both the lack of proportionality in production 
and “underconsumption” are not accidental under capital- 
ism, but are inevitable because they are products of the 
basic contradiction of capitalism, which cannot be abolished 
as long as that system continues to exist. In the intervals 
between crises bourgeois politicians, scholars and business- 
men often shout from the rooftops that an end has come 
to all crises, that capitalism has entered the road of crises- 
free development. The facts invariably reveal that these 
statements are as unsound as are all the remedies for 
curing capitalism of its ills. 

Other advocates of capitalism assure us that crises are 
inevitable under any social system. This malicious fabrica- 
tion is fully exposed by the fact that in the Soviet Union 
and in other Asian and European socialist countries eco- 
nomic crises have disappeared after the capitalist system 
was abolished. The aim of socialist production is the satis- 
faction of the people’s material and cultural requirements. 
All branches of the economy in socialist society develop 
rapidly in order to achieve this aim. Socialist enterprises, 
which are based on public ownership of the means of 
production work to satisfy the constantly growing require- 
ments of the economy and of all the working people. Since 
these requirements constantly grow, socialist enterprises 
must continuously expand and improve production, 
manufacture better products at lower prices, etc. 

Economic crises of overproduction are essential con- 
commitants of capitalism. Capitalists and capitalist states 
are unable to abolish crises until the reason causing them 
continues to exist. This reason is capitalism itself, its main 
ene N the social character of production 

pitalist form of appropriation. 


REVISION QUESTIONS 


- What is simple and what i i 
j ple is extended reproduction? 
i Res is capitalist reproduction contradictory? 
y are economic crises inevitable under capitalism? 
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Chapter VII 
BASIC FEATURES OF IMPERIALISM 


1. TRANSITION TO IMPERIALISM 


For a time capitalism developed 
along an ascending line. The bour- 
geoisie created powerful productive 
forces on the bones of many generations of the working 
people. By the last third of the past century capitalism 
reached the peak of its development. After that bourgeois 
society began to decline. The capitalism of free competi- 
tion was superseded by monopoly capitalism—imperialism. 
This is the highest and last stage of capitalism. It assumed 
its final shape by the end of the 19th and the beginning of 
the 20th century. 

Lenin made a Marxist analysis of monopoly capitalism. 
He revealed the economic and political essence of imperial- 
ism and showed the working class the road leading to the 
triumph of socialism. 

Lenin showed that imperialism is a special stage of cap- 
italism—its highest and last stage. In some respects the 
monopoly stage of capitalism differs radically from the 
preceding pre-monopoly stage. Lenin described the main 
economic features of imperialism as follows: first, con- 
centration of production and capital has reached such a 
high degree that the resultant monopolies have begun to 
play the decisive role in the economy; second, there has 
been a coalescence of monopoly banking capital and mo- 
nopoly industrial capital and a formation on this basis 
of finance capital and a finance oligarchy; third, the 
export of capital, as distinct from the export of commodi- 
ties, has acquired special importance; fourth, international 
monopolistic unions of capitalists have been set up, 
which divide the world; fifth, the territorial division 
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of the world among the largest capitalist powers has been 
completed. 

Imperialism is the inevitable upshot of capitalist develop- 
ment. The transition from pre-monopoly capitalism to im- 
perialism was prepared by the whole development of ca- 
pitalism, its productive forces and relations of production 
and its insoluble contradictions. 

The development of technolo; 
pepo made the advantages of largesi 
and oapifal e “Se p ccale produc- 

; . Free competiti 
led invariably to the victory of large enterprises ove aa 
ones, to the ruin of small and medium -senterprises and to 
their being taken over by large ones. Thus proceeded the 
concentration of production and its concentration at large 
enterprises. More and more workers are employed at these 
enterprises. They process a huge mass of raw materials 
pre area “8 of the industrial output. 

sent the biggest enterprises, employin, 
more workers, account for ont a negligible inane? (oil 
a pike per cent) of the total number of enterprises in the 
ae vet Tag But they employ about one-third of 
pt os we oo office workers in the manufacturing in- 
pase wee Deve i cent in Britain, and 41 per 
— capitalist kotais m a 
; ae the concentration of production, we observe 
pa nab capital, ie., the concentration of an 
of joie ei Ss of capital in the hands of few. The spread 
tHe Pipe 5s ae or is a powerful lever promoting 
hig ion of capital. These companies concentrate 

s of capital which were formerly scattered among 


prevail in 


At i s began to iominate. 

present nine-tenths of the US aaia output is 

x American for joint-stock 

countries. prevail in other capitalist 
Fifty-five z 

turor of asi oe biggest US corporations had a 

000 million in 1964. In the rest of the 
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capitalist world only 21 out of the 200 biggest companies 
had such a turnover. 

The concentration of production 
and capital in the leading capitalist 
countries led to a rapid growth of 
a small number of large and very large enterprises, in com- 
parison with which the hundreds of thousands of small 
enterprises play a negligible role. 

At the present time 500 of the largest US companies 
account for over 50 per cent of the total output of the 
US manufacturing industry and over 70 per cent of the 
profits being made by all industrial companies. In Britain 
180 large companies employing together one-third of all 
industrial workers, produce about two-fifths of the total 
industrial output. 

In all capitalist countries the concentration proceeds most 
rapidly in all branches of heavy industry and also in the 
new industries which began to mushroom in the imperial- 
ist era, viz., mining, metallurgy, the electrical industry, 
engineering and the chemical industry. Conversely, a 
number of light industries lag behind as regards the de- 
gree of concentration. There still are many small enter- 
prises in the garment, tobacco, footwear, toy and other in- 
dustries with a comparatively low technical level, which 
still exist mainly by virtue of the high-level labour exploita- 
tion in them. 

Tsarist Russia’s industry was distinguished by an ex- 
tremely high concentration of production. Enormous masses 
of workers were concentrated in big and giant enterprises. 
This contributed to the strength of the organisation and 
the power of the working class. 

Thus, under imperialism a handful of industrial giants 
outplay all others in the capitalist economy. 

The concentration of production 
Emergence and capital prepares the ground 
and development of for the emergence and growth of 
aera monopoly associations. At a certain 
stage of its development concentration leads directly to 
monopoly. 

What is a monopoly? There are different kinds of mo- 
nopolies. A monopoly can be considered an agreement, 
union or association among capitalists. An individual big 
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enterprise can also be a monopoly. But no matter how 
different the monopolies, they all pursue a single aim, which 
is to dominate production and the market and to use this 
domination to reap super-high profits. 

While production in each branch is divided up among 
hundreds and thousands of independent small and medium 
enterprises, it is difficult to establish a monopoly. The 
situation changes with the concentration of production and 
capital. As a result of the concentration in a branch only 
several dozen big enterprises remain in it. It is much easier 
for them to enter into an agreement than it would be for 
hundreds of medium or thousands of small enterprises. 

At the same time it is exactly the large size of enter- 
prises that drives their owners towards an agreement among 
themselves. Competition between large enterprises is ex- 
tremely intense and costs them a lot of money. Every big 
enterprise has to spend large capital on buildings, struc- 
tures, giant machinery. It is almost impossible to use this 
capital for the production of other goods when prices for 
the main product are unfavourable. This makes the with- 
drawal of capital from these branches extremely difficult. 

By the beginning of the 20th century the monopolies 
began to hold a dominant position in the economies of the 
capitalist countries. The capitalism of free competition had 
been superseded by monopoly capitalism—imperialism. 
Lenin said that if it were necessary 
to give the shortest definition of 
imperialism, it could be called the 
, monopoly stage of capitalism. 
Monopoly domination is imperialism’s main economic 
feature. The economic essence of imperialism lies in the 
Supersession of free competition by monopoly domination. 
apn n undividedly in all capitalist countries. 
Se i arpo ent in production, trade and credits. The 

; polies, like octopuses, have spread their tentacles over 
een corner of capitalist economic and political life. 
si His pia of monopolies, their size and importance 

nies of capitalist countries have grown im- 
measurably within a few decades. Th ducti f 
number of key commodities i Piel be a single 
mene. ee dities is now controlled by a single 
å opoly. “Big twos”, “big threes”, “big fours”, etc., 
ominate the production of other commodities. 
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In the USA and West Germany five monopolies account 
for 60 per cent of the total steel output. The United States 
Steel alone produces 25 per cent of the steel in the USA. 
Nine firms in Britain produce some 75 per cent of the 
country’s steel. In France all ferrous metallurgy is con- 
trolled by five companies. In the USA the bulk of the 
aluminium is produced by three companies, in France 80 
per cent of all aluminium is produced by a single firm. 

Four big monopolies control the US motor industry. The 
two biggest—General Motors and Ford Motor—account 
for 80 per cent of the total production. In Britain three 
companies dominate the motor industry, in France—four, 
in West Germany— five. ; ae 

At the end of 1964 a hundred of the biggest capitalist 
companies had a capital of $183,000 million. Their enter- 
prises employed 9.7 million people. Oil, chemical, electro- 
technical, motor, engineering, and military concerns are the 
biggest. The US General Motors trust is the biggest mo- 
nopoly in the capitalist world. In 1964 its sales turnover 
comprised about $17,000 million, its capital over $11,000 
million, its profits $1,700 million. General Motors employs 

ver 66 ople. : 
po ona The simplest form of monopoly is 
Main forms short-term price agreements. The 
et nono oly agreement obliges the participants 
to maintain sales prices stipulated in the agreement during 
the period of its validity. Such short-term agreements ae 
generally unstable. They fall to pieces when market condi- 
tions change. jp! 

Monopoly agreements on prices and sales Por aT 
called cartels and syndicates are far more widespread. 
Cartel is a French word; syndicate—a word of Greek origin. 
Both these words mean agreement, union. 

The members of a casted divide the sales market among 
themselves and are obliged not to lower commodity a 
below a certain stipulated level. It often happens tha 4 
cartel fixes a certain sales quota for each Dea e 
violation of that quota entails the payment of a fine = 4 
the common fund. The individual oe ee a carte 
keep their independence in production and trade. 

Enterprises helong to a syndicate lose their Spin E 
cial independence but produce commodities independently 
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and keep their juridical autonomy. The sale of goods, some- 
times also the purchase of raw materials, passes into the 
hands of the syndicate’s office. 

Trusts are the highest form of monopoly associations, 
When it enters a trust the enterprise completely loses not 
only its commercial independence but also the control over 
its production activities. Formerly independent enterprises 
fully merge into a single enterprise. The management of 
all business passes into the hands of the trust’s administra- 
tion. The former owners of the enterprises become share- 
holders of the trust, and receive dividends according to the 
number of shares they hold. A trust often closes part of 
the enterprises under its control and concentrates produc- 
tion at the factories working most profitably. 

Concerns are the largest monopoly associations. Large 
concerns embrace dozens, sometimes hundreds of enterprises 
in different industries and also trading firms, banks, trans- 
port companies, etc. The group dominating the concern 
controls enormous sums of capital. 

Thus, there are many different forms of monopolies in 
the capitalist economy, from short-term agreements to giant 
associations embracing a multitude of different enterprises. 
Monopolies Monopolies are the direct opposite 
and competition 4 free competition, which prevailed 

uring the pre-mon 7 stage 
capitalism. At the same time the ee onc 
does not abolish competition, On the contrary, it becomes 
even more violent and destructive. 
Rb jel Most advanced capitalist countries pre- 
idee ae dt te age forms of economy exist 
onopolies. In the less developed 


pas the share of these forms of economy is even 


zamn the capitalist world peasants account for a consider- 


le part of the population and there are numerous layers 
j Pept rous layers 
ips TEDE in small workshops. Side by side with 
a, opolies there are independent enterprises, which 
That it unprofitable to join monopoly unions. 
e aliens do not embrace all social production. 
capita imperialism a sort of superstructure on the old 
m. He pointed out that “pure” imperialism, di- 


148 





vorced from the main foundation of capitalism, did not 
exist anywhere and never would. 

Yet, the monopolies dominate because they control all 
the commanding heights of the economy. 

Under these conditions a violent struggle is waged be- 
tween the monopolies and non-monopoly enterprises (out- 
siders), betweeen monopolies within the same branch, be- 
tween monopolies within different branches, and finally 
within monopoly unions. The oppression and arbitrariness 
of the monopolies make competition—a war of everybody 
against everybody—ruthless and ruinous. 

This is no longer the former competition of many dis- 
jointed and comparatively small enterprises. This is a mer- 
ciless struggle waged by a small number of powerful pre- 
dators. They use every means, including direct violence, 
bribery and blackmail and intricate financial machinations, 
to gain their ends. 

The bourgeoisie always prided itself on “free competi- 
tion”, asserting its indispensability in the development of 
initiative and enterprise. Competition in the imperialist 
stage, Lenin said, is the brutal suppression of the enter- 
prise, energy, initiative of the masses, and the population 
as a whole, and degrades into financial fraud and 
despotism. The combination of monopoly and com- 
petition generates deep contradictions and adds fuel to the 
anarchical flame typical of the capitalist system. 

The monopoly champions depict 
Legend about monopoly rule as a replacement of 
“organised the anarchy of production by “or- 
capitalism” . tE a A . 

ganised capitalism”. They maintain 
that monopoly domination eliminates competition, crises 
and doctors other ills of the bourgeois system. 

At every step however the facts disprove the “organised 
capitalism” theory. Actually monopoly rule makes the com- 
petitive struggle even more desperate and ruthless, since 
it is being waged by powerful enterprises controlling huge 
sums of capital. Far from disappearing, the anarchy of 
production grows and the economy is threatened with 
chaos. 
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2. FINANCE CAPITAL AND THE FINANCE OLIGARCHY 


The formation The changed role of banks must 
of banking monopolies be taken into account to under- 
stand the effective power of the monopolies. 

Like in industry, free competition inevitably leads to 
concentration also in banking. Small banks are ruined and 
taken over by their more powerful competitors. Others, 
while formally keeping their independence, actually fall 
under domination of their stronger competitors. A merger 
and an interlinking of banks takes place. 

The number of banks decreases but their size and the 
volume of their transactions grow. A small number of the 
biggest banks comes to the fore in each country. They ac- 
cumulate huge sums of free money resources. 

Like in industry, concentration in banking leads to the 
formation of monopolies. The leading role in the banking 
business passes to a small number of the biggest banks. 
Competition no longer takes place between hundreds of 
Ta banks but between large unions of banking 
capital. 

Naturally, it becomes a matter of growing interest for 
these unions to enter into a monopoly agreement, to bring 
about a union of banks. Large financial transactions—the 
floating of government loans, the foundation of big joint- 
stock companies—are more and more frequently carried 
out not by a single bank but by several leading banks, 
which have entered into an agreement. ; 

_ In the USA the share of the four biggest New York banks 
in the sum total of deposits has grown from 1/5 in 1900 
to 3/5 in 1955. Wall Street, the New York street housing 
the biggest banks, is the financial heart of the USA. In 
Britain the five biggest banks account for close on 4/5 
a the bank balances of all banks put together. In 
tases Germany rae dominant position is held by three 
of the sum total eee ne) ae oe a 
counters Cea Lae on the balance of all of the 
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banking, the formation of industrial 


and banking monopolies incur a substantial change in the 
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Initially banks were intermediaries in payments. But as 
capitalism developed the credit activities of banks extended 
and they became merchants in capital. Banks granted the 
capitalists short-term loans when they were short of cash. 

The picture changed radically as capitalist production 
further developed and the mass of deposits in the banks 
grew. The amount of money concentrated in the banks 
was enormous, and not all of it could find application in 
short-term crediting. 

The banks therefore began to look for other fields of 
application for the money resources they had accumulated. 
They formed closer links with industry—began to issue 
loans for long terms. This naturally changed the interrela- 
tions between banks and industry. 

Acquiring shares and bonds in various companies the 

banks became co-owners of industrial, trading and trans- 
port enterprises. In their turn, industrial monopolies hold 
shares in the banks connected with them. 
This gives rise to a “personal 
union” of the heads of banking and 
industrial monopolies. Bank direct- 
ors are on the administrative bodies 
of industrial enterprises. At the same time industrial mo- 
nopolies have their representatives on the boards of banks. 
The same people head the largest monopoly associations 
in banking, industry, trade and in the most diverse branches 
of the capitalist economy. 

There is an ever greater coalescence of banking and in- 
dustrial capital. The joint capital of banking and industrial 
monopolies is called finance capital. 

The coalescence of banking capital and the industrial 
monopolies is one of the distinguishing features of imperial- 
ism, the monopoly stage of capitalism. It is for this reason 
that imperialism is called the epoch of finance capital. 

The growth of monopolies and finance capital places 
the keys of a country’s economic life into the hands of a 
few of the biggest bankers and monopolist-industrialists. The 
destiny of any capitalist country is determined by a small 
number of big business tycoons, by the omnipotent finance 
oligarchy (the Greek word oligarchia means “rule by few”). 

The élite of the US big bourgeoisie, a mere one per cent 
of the population, owned 21 per cent of the private wealth 
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in the country in 1949, and already 28 per cent in 1961. 
This élite holds more than 75 per cent of the total shares, 
In Britain one per cent of the population own 35 per cent 
of the country’s private wealth. 

The United States of America is a 
republic. Yet there are more kings 
in that republic than in all monar- 
chies taken together. There are oil and steel kings, che- 
mistry and aluminium kings, railway, motor-car, coal, 
newspaper kings, banking dynasties and even pork stew 
and chewing-gum kings. 

These monarchs consider themselves the Lord’s anointed, 
The American kings are the anointed of a lord more power- 
ful than the gods of any religion. They are the anointed 
of god-capital. Even in their wildest dreams the crowned 
kings of the past and present never dreamed of 
as much wealth and power as these uncrowned kings 
possess. 

‘The Rockefeller family consists of five brothers and an 
uncle. They are among the richest people in the USA and 
in the whole capitalist world. The Rockefellers are the 
oil Kings. In the early sixties they controlled one-third of 
all known reserves and a quarter of the production, trans- 
portion and processing of oil in the capitalist world. 

ey own oilfields in the USA, Venezuela, Iran and the 
countries of the Arab East. They run various mining enter- 
prises, banks, railway companies, i ani 
REET aR EnA pa , insurance companies and 
teller Bro lie ‘ext pars: In recent years the Rocke- 
P E e E xten ed its control over new rapidly 
A RA E ries: the chemical, electrical, aircraft- 
perin E The power of the Rockefellers extends 
Th rprises the value of which exceeds $60,000 million. 
R e powerful house of Morgans co t vith th 

ockefellers. They are the steel ki See domain am 
braces. Paak “and” ines steel kings. Their domain em- 
nicipall aad ea ance companies, transport, mu- 
Morgane ‘Reve = Ae enterprises. In recent years the 
ehemidal nee Tome to exert influence on the oil, 
AP S EA c industries. This group controls 
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ful financial groups in the USA. Together with six other 
big financial groupings they control banking, industrial, 
insurance, transport and other enterprises valued at over 
$218,000 million. This is more than 25 per cent of the 
total funds owned by all US corporations. 

The anointed of the god-capital are the undivided rulers 
also in all other bourgeois countries. In West Germany 
the owners of the biggest concerns, those that placed Hitler 
in power, rule undividedly and their power has grown in 
recent times. 

Thus, in West Germany, the number of joint-stock com- 
panies decreased by 56.5 per cent as compared with pre- 
war, while the sum total of their capital doubled. In 1962, 
200 big companies owned 85 per cent of the total share 
capital in the country. 

The entire West German economy is in the hands of a 
small number of capitalist magnates. More than 110,000 
people work at the giant Krupp concern, and its yearly 
turnover exceeds 5,000 million marks. It is owned by Alfred 
Krupp von Bohlen und Halbach. Owning a wealth of 5,000 
to 6,000 million marks, Krupp is one of the ten richest 
people on earth. Uncounted wealth is concentrated in the 
hands of other West German capitalist magnates: the heirs 
of Thyssen, Haniel, Flick and Sons, and others. 

The finance oligarchy is closely 
interlinked with the bourgeois 
state apparatus. Big bankers and 
industrialists often hold leading government posts. But even 
if they do not participate openly in governments, the cap- 
italist magnates exert a decisive influence on the composi- 
tion of the government élite and direct its activities. 

They actually dismiss and appoint the government. They 
use state power to ensure their high monopoly profits, to 
maintain their rule, while highly placed government leaders 
obtain well-paid positions in banks and concerns upon 
retiring. 

This creates a condition which is best described as: 
banker today—minister tomorrow, and minister today— 
banker tomorrow. 

A small handful of the biggest businessmen, having 
control over thousands of millions, are the initiators of 
the aggressive policies, invasions, the arms race, the prep- 
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aration of new wars. The finance oligarchy controls the 
bourgeois press, science and art. It bribes the top civil 
servants and MPs, moulds “public opinion” to suit its in- 
terests and controls the whole apparatus poisoning the 
minds of the masses. 


3. THE STRUGGLE FOR WORLD DOMINATION 


The export 


The export of commodities was typ- 
arent p c odities was typ 


ical of pre-monopoly capitalism 
with its free competition. Under imperialism and mono- 
poly rule the export of commodities grows enormously. 
Typical of imperialism, however, is the export of capital. 
In the advanced countries the accumulation of capital 
assumes a gigantic scale under monopoly rule. On the eve 
of the First World War about 75 per cent of the world’s 
industrial production and about four-fifth of the securities 
were concentrated in the four biggest capitalist countries: 
the USA, Britain, France and Germany. Thus a small 
number of wealthy countries possessed large sums of cap- 
ital and held a monopoly of “surplus capital”. 
Capital becomes “surplus” mainly for two reasons. 
First, the low living standard of the masses impedes the 
further growth of production. Secondly, the development 
of the different economic branches grows still more un- 
evenly. If capitalism could raise the backward branches of 
the economy and the living standard of the masses there 
would be no surplus capital. But, Lenin said, in that case 
capitalism would stop being capitalism, for both uneven 
pele chan and a om living standard of the masses 
asic, inevitable iti r isi 
rae eat mode of in cane ao 
urplus” Capital is exported, predominantly to back- 
Fare contie: In those countries there is little capital, 
pe ee eae inexpensive, wages are low and raw 
atone eap. This is where capital yields a high rate 
ie eects eS bourgeoisie try to picture the 
ie p y the imperialist powers as a boon to 
He Less E E countries. Investing their capital 
ies, they say, help the poor countries develop 


154 


EE ë 





their industry, build railways and advance along the road 
to progress. 

Actually, however, the export of capital serves as a means 
of subjugating some countries to others thus founding the 
system of imperialist oppression. The countries importing 
capital become dependent on the imperialist powers. By ex- 
porting capital the finance oligarchy of a few developed 
capitalist countries fetters the backward countries eco- 
nomically. 

Fettering terms are imposed on the countries forced 
to import capital. The monopolists exporting capital dictate 
them their conditions. They obtain concessions on prof- 
itable terms, seize valuable raw material sources and the 
sales market. 

The export of capital is a means of expanding the export 
of commodities. Generally, the purchase of goods in the 
creditor country is made a condition of the loan. The im- 
perialist countries are particularly eager to grant loans for 
the purchase of armaments. 

All imperialist states export capital. One of the most 
important consequences of the export of capital is the 
intensification of inter-imperialist competition, growing con- 
tradictions between them and the struggle for spheres of 
influence. 

As a result of the export of capital the few richest cap- 
italist countries turn into usurers as regards their eco- 
nomic relations with all other countries. A stream of surplus 
value—interest on loans and the profits of enterprises in 
foreign countries—flows steadily to the usurer countries. 
The income from exported capital is a major source 
of enrichment for the monopolies in the main 
capitalist countries. 





At present when the peoples of the 
newly-free developing countries 
strive to abolish the heavy after- 
effects of colonial oppression, for- 
eign monopolies use their capital 
investments in those countries to perpetuate their eco- 
nomic domination. r 

Under the guise of “economic aid”, the imperialist states 
seize important branches of the economies in the develop- 
ing countries. The export of capital is used for attempts 
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to lock the newly-free peoples once again in the chains 
of colonial slavery, by transforming their political inde- 
pendence into a cloak for the rule of foreign monopolies, 
Foreign capital in the young sovereign states gives all-out 
support to the reactionary forces there, organises plots 
and subversions in order to reinstate colonial oppression 
in new forms. 

At the same time in modern conditions there has been 
a substantial increase in the export of capital from some 
advanced capitalist countries to other advanced capitalist 
countries. There has been a particularly high increase in 
the export of capital by the US monopolies to Canada and 
the West European countries. US monopolies establish their 
branches in Britain, West Germany, France and other West 
European countries. Capitalising on the lower wage level 
of the West European workers as compared with their US 
counterparts, the US monopolies seize markets and push 
back their competitors. In turn the capital of a number 
of West European countries is exported beyond the ocean, 
where it is invested in spheres in which West European 
firms hold definite advantages. The export of capital 
from some advanced capitalist countries io others 
inevitably aggravates the competitive struggle between the 
monopolies of different countries and inflames imperialist 
contradictions. 


International 
monopolies 


The export of capital typical of the 
imperialist era has given rise to the 
i emergence and world-wide activity 
of international monopolies. Having assured their predom- 
inance in the economic life of the leading countries, the 
monopolies strive first and foremost for the undivided 
domination of the home market. But they do not confine 
themselves to this. The scale of production of the mo- 
nopoly giants often exceeds the volume of the domestic 
market. The biggest monopolies concentrate a substantial 
share of the world output of definite commodities in their 
hands. The struggle between them becomes particularly 
acute and destructive. As the biggest monopolies continue 
to grow they spare no effort to try to divide the world 
market. This leads to the formation of international mo- 
nopolies—agreements of the monopolists of a number of 
countries on the division of the world market. 
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The rise of international monopolies dates back to the 
sixties and eighties of the 19th century. During the first 
decade of the 20th century powerful monopoly organisa- 
tions emerged in the advanced industrial countries, which 
began to influence the world market. 

Defenders of capitalism attempt to paint the interna- 
tional monopolies, which are the source of the most acute 
conflicts, as an instrument of peace. They assert that inter- 
national monopoly agreements are able to eliminate the 
contradictions between imperialist powers in a peaceful 
way. Such assertions are anything but the truth. 

In reality the international agreements of monopolists 
are extremely unstable. They are hotbeds of violent conflict. 
The world market is divided up among the international 
monopolies in accordance with their strength. Each one 
of them constantly struggles to increase its share, to ex- 
pand the sphere of monopoly exploitation. The strength 
of the monopolies of different countries changes inces- 
santly. These changes entail a violent struggle for the re- 
division of markets. This struggle is waged by various 
groups and supported by their states. 

In the period between the two world wars international 
monopolies spread far and wide. Their importance in world 
politics grew enormously. They played a baneful role in 
the preparation of the Second World War by the forces 
of world imperialism. 

US, British and French monopolies were closely linked 
with the German magnates who midwived Hitler and his 
fascist gang to power. The plots of the monopolists under- 
lay the policy of “appeasement” and encouragement of the 
fascist aggressors, which the Western powers conducted 
and which led to the outbreak of the Second World War. 
Under imperialism the largest mo- 
nopolies divide the world among 
themselves economically, while the 
imperialist powers complete the 
territorial division of the world. 

In the 1870s the colonial possessions of the European 
countries embraced only a comparatively small part of 
Overseas territories. In 1876 only one-tenth of Africa’s ter- 
titory had been colonised by the European powers. About 
50 per cent of the Asian mainland and of Polynesia had 
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not yet been seized by the capitalist states. Vast territories 
had not yet fallen under the domination of the capitalist 
powers. 

During the last two decades of the 19th century the map 
of the world changed radically. 

In the wake of Britain, the oldest colonial power, all 
other advanced capitalist countries began to seize terri- 
tories. From 1876 to 1914 the great powers seized 25 mil- 
lion square kilometres, a territory twice the area of the 
whole of Europe. Practically all of Africa, a large part of 
Asia and Latin America became colonies and semi-colonies 
of a few imperialist countries—Britain, France, the USA, 
Germany and Japan—and of the smaller predators—Bel- 
gium, the Netherlands, Portugal and Spain. 

By the beginning of the First World War about 600 
million out of the world population of 1,700 million lived 
in colonies, and only 350 million in the metropolitan 
countries. The greater part of the colonies belonged to the 
great powers. On the eve of the First World War they ruled 
over three quarters of the colonial world and over the 
absolute majority of the colonial peoples. The division of 
the world was completed, free lands were no longer avail- 
able. Territory could be acquired only by taking it away 
from Some other colonial predator. The question of 
a redivision of an already divided world had been 
placed on the agenda. 

The struggle for the redivision of 
ees divided world is one 
o e distinguishi 
the monopoly stage of capitalism. The ae Ae. i 
perialists for thi ivisi ee or the 
Fes E e redivision of the world ultimately be- 
Pe ee ee domination. It leads to bloody, 
awar for a nowe we 0914 1018) wal 
-o aaa assy (eke? 2 
enslave their Peoples The « a a tories an 
: expansion of the monopolies 
use of sharp conflicts between the 


Imperialism’s 
aggressive nature 


are a mortal danger to 


the peoples of the less developed countries. 
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After the First World War the aggressive forces of the 
international monopolies gave birth to fascism—the open 
terroristic dictatorship of the most reactionary and ag- 
gressive circles of finance capital. A wave of fascist coups 
swept Europe at a time when the 1929-33 crisis threatened 
the further existence of the capitalist system. Imperialists 
the world over, notably the US monopolists, supported 
German and Italian fascism as their shock troops in the 
struggle against the forces of democracy and socialism. 

As the internal contradictions in the capitalist countries 
reached a breaking point, the imperialist bourgeoisie 
became more and more involved in external adventures 
and plunged mankind into the Second World War, which 
ended in the rout of the fascist aggressors. 

After the rout of the fascist aggressors the USA became 
the stronghold of world reaction and imperialist aggres- 
sion. American imperialists in collusion with their West 
European partners, notably with the West German re- 
vanchist-militarists, have ever since the Second World War 
acted as a world gendarme and launched one military ad- 
venture after another. The aggressive actions of US im- 
perialists—the Korean war of the fifties, the present war 
in Vietnam, the provocations against the Cuban people, 
the subversive activities against a number of countries 
of the Arab East, Africa and Latin America—imperil 
the world with a new war and pollute the international 
climate. 

American imperialism, having set up a de facto colonial 
empire, has become the world’s biggest exploiter. US mo- 
nopoly capital fights all democratic and progressive move- 
ments of today. It supports decrepit anti-popular regimes 
throughout the world, knocks together aggressive military 
blocs, obstinately conducts the cold war policy, so pollut- 
ing the international atmosphere. The glaring contradic- 
tions of modern capitalism multiply imperialist reckless- 
ness and threaten the peoples, the cause of peace and social 
progress. Ever more frequently the imperialists seek a way 
out of their troubles through military provocations, all 
sorts of blocs and direct military intervention. All peace- 
loving forces able to rebuff the aggressive plans and actions 
of imperialism must consolidate to prevent further aggrava- 
tion of international tension. 
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4. THE COLONIAL SYSTEM OF IMPERIALISM 


What Hundreds of millions of people in 
is colonialism? Asia, Africa and Latin America 
know no word more hateful than colonialism. Colonialism 
is the system of exploitation, oppression and violence impe- 
rialism has set up in the colonial and dependent countries, 

Colonialism has condemned many peoples with an an- 
cient culture to economic backwardness and extreme 
poverty. For two centuries India languished under British 
rule. Semi-colonial dependence was China’s lasting curse. 
The peoples of the Arab East and Africa, Latin America 
and South-East Asia had to bear the yoke of ruthless co- 
lonial exploitation fettering their development. Colonialism 
brought hunger to countries with inexhaustible natural 
riches and an industrious population. oe ; 

The means by which the colonies 
nre oe Colney were seized by the capitalist coun- 
tries was described by a bourgeois politician in the follow- 
ing words: “First missionaries, then merchants, and finally 
gunboats.” : 

«Missionaries generally were the first scouts of the no- 
torious capitalist civilisation. They came to “save the souls” 
of the native population. They were followed by traders, 
who cheated, gave the trusting natives alcohol or worthless 
trinkets in exchange for valuable products (precious metals, 
ivory, fur, cotton, coffee), or simply robbed them. They 
were followed by armies which subjected the country to 
the new ruler—capital. 

The new rulers imposed heavy taxes on the people whose 
land they had seized. Sailors, soldiers and all sorts of 
adventurers brought syphilis and other diseases to the 
colonies, which spread like a wildfire. Alcohol was the 
only commodity abundantly supplied to the colonies. Di- 
sease and drunkenness became responsible for the catas- 
trophic eclipse of entire nations. Such is the picture of the 
boon” capitalism brought to many peoples. 

Sniperialian’s Colonies existed before imperialism 
colonial policy and eyen before capitalism. But the 
importance of i 7 enor- 

mouily during the Menoni stage of a. 
irst, imperialism’s colonial policy is indissolubly bound 
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with the rule of the monopolies in the countries that en- 
slaved the colonies and semi-colonies. Monopoly rule sub- 
stantially changed the role of the colonies. The monopolies 
of each industrial country keep foreign competitors from 
the domestic market. Under these conditions there is an 
increasing need for sales markets and raw material sources 
and also for spheres of profitable capital investments. The 
exploitation of the colonies and dependent countries is an 
important source of monopoly superprofits. 

Secondly, imperialism’s colonial policy is a struggle for 
a redivision of the already divided world. A handful 
of imperialist countries holds a monopoly on colonial 
possessions. The struggle for colonies intensifies to the 
utmost. 

By the beginning of the First World War imperialism’s 
colonial system, to use Lenin’s definition, meant the loot- 
ing of about a thousand million of the world’s population 
by a handful of big powers. The colonial powers became 
the full-fledged owners of countries with a population that 
was many times larger than that of the oppressor coun- 
tries. On the eve of the Second World War there were 47 
million people in Britain but 480 million in her colonies, 
42 million in France and 70 in her colonies, 9 million in 
the Netherlands and about 70 million in her colonies, 8 
million people in Belgium and about 14 million in her 
colonies. 

Some British colonies were inhabited by settlers who 
had emigrated from the metropolitan country, had cruelly 
enslaved the native population and exterminated a large 
portion of it. These colonies later became capitalist states 
dependent to a larger or smaller extent on Britain and 
the United States (Canada, Australia, New Zealand). 

However, the bulk of the colonial and dependent peo- 
ples of Asia and the Pacific Ocean, Africa and Latin 
America were fettered in the chains of merciless exploita- 
tion and unbearable oppression by the imperialists. 

Imperialism’s colonial system doomed the peoples of 
whole continents to economic and cultural backwardness, 
to a sub-human existence. The colonialists’ looting led to 
hunger which decimated the population. National oppres- 
sion, racial discrimination, lack of rights, epidemics, an un- 
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precedented growth of crime, sowing of enmity in keeping 
with the “divide and rule” principle—such are the “ben- 
efits” the colonialists brought to the colonial people. 

Capitalism created the world 


The capitalist market at the dawn of its existence, 
haven economic Commodities produced in capitalist 


enterprises found their way to the 
most remote corners of the globe. At the monopoly stage 
of capitalism the economic links between the various 
countries grew enormously. These links entangled the 
whole world. The spread of capitalism throughout the 
globe gave rise to the emergence of the capitalist world 
economy. 

This system is founded on relations of domination and 
subordination. The imperialist powers established their 
rule over the greater part of humanity. 

j The economic laws of capitalism lead to the accumula- 
tion of wealth by a small group of capitalists and to the 
increasing poverty of the broad masses of working people. 
These same laws are widening the gulf between a handful 
of European and US monopolies from the hundreds of 
millions living in the countries enslaved by them. 

The defenders of capitalism are fond of speaking about 
the benefits the highly developed bourgeois countries have 
allegedly brought to the peoples of the dependent coun- 
tries. The relations between the metropolitan countries and 
the colonies are pictured as an “alliance”. In reality this 
a m cuss between the rider and the horse. Talk about 
S E the colonialists have bestowed upon the en- 

peoples is as stale a tale as that about capitalists 


bestowing blessings upon the workers. 


The coloni z mA eet 
ee a of imperialism is indissolubly con- 


unprecedented intensification of national 
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Exploitation Colonial exploitation became one 

of the colonies—the of the mainstays of the imperialist 

source of monopoly 5 

superprofits economy. Colonies became the 
well from which imperialism drew 

enormous wealth. 

The monopolies receive a lavish tribute from the en- 
slaved peoples of the colonial and dependent countries as 
profits from capital investments, transport, insurance and 
financial transactions. 

On the eve of the Second World War the annual tribute 
British imperialism exacted from India amounted to 
£150-180 million. 

The colonies were the most reliable and profitable sales 
market for the monopolies. 

In the free competition stage of capitalism commodities 
were sold more or less without restrictions not only in 
the colonies but also in other capitalist countries. Under 
monopoly domination the domestic market of every in- 
dustrial country is ruled exclusively by the monopolies 
of that country. 

At the same time the growing scale of production and 
the limitations imposed on the domestic market by the 
low purchasing power of the masses make it necessary 
to acquire foreign sales markets. Foreign competition in 
the colonies is discouraged by establishing high customs 
duties; and this enables the monopolies to sell their com- 
modities at inflated prices. 

Under imperialism the importance of the colonies as raw 
material sources has grown enormously. The capitalist 
countries receive a number of key raw materials—non-fer- 
rous metals, oil, rubber, cotton, coffee, cocoa and others— 
largely or almost exclusively from the less developed coun- 
tries. 

The colonies are particularly important for the mo- 
nopolies as a sales market and raw material source under the 
sysiem of unequivalent exchange. Unequivalent exchange 
means that one capitalist country systematically sells 
another country (generally a colony or a semi-colony) its 
commodities at highly inflated prices and buys from it 
commodities at extremely low prices. 

Unequivalent exchange has become a means of fleecing 
the colonies and dependent countries. It was and continues 
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to be one of the most important sources of monopoly super- 
profits. The monopolies engaged in colonial trade (the 
purchase of raw materials and the sale of industrial goods) 
made profits amounting to several hundred per cent. They 
became the rulers over entire countries, disposing of the 
lives and property of scores of millions of people. 

The colonies have been a very reliable field for capital 
investments. The political and economic domination of 
the monopolies in the colonies guaranteed high profits on 
invested capital. Colonial rule ensured a complete and 
undivided monopoly of capital investments, cheap labour 
power and raw materials. 

Cheap labour power meant that the metropolitan coun- 
tries could import from the colonies and dependent coun- 
tries hundreds of thousands of workers, breaking their 
backs for pittances. 

The colonial powers received enormous profits from 
their possessions in the form of all sorts of taxes and 
excises, kept an army of civil servants and policemen in 
those countries at the expense of their peoples. 

Imperialism made the colonies 


ornini a and dependent countries agrarian 
developing countries and raw material appendages of 


economic backwardness the metropolitan countries. The 
e ruling monopolies only tolerated 

e development of the branches of production ensuring 
deliveries of raw materials and foodstuffs, of the extractive 
industries, the cultivation of marketable crops and their 
primary processing. 

As a result the economies of the colonies and semi- 
colonies acquired a one-sided and subordinated nature. The 
economies of many dependent countries specialised in the 
production of one or two products, 100 per cent of which 
BS exported: cotton, oil, coffee, rubber, sugar, etc. 

2 “5 ee development of agriculture (its single- 
eee made whole countries fully dependent on 
oa boas purchasing raw materials. The bulk of the 
Peano es countries enjoyed favourable na- 
fee tae or agricultural production, but because of 
pa Rok a were compelled to import foodstuffs 


Africa accounts for one-fifth of the world’s agricultural 
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land mass. At the same time its share in the production of 
grain is exceedingly small—only 7 per cent of the world’s 
barley, less than 4 per cen of the maize, 2 per cent of the 
wheat and less than 1.5 per cent of the rice and only 0.5 per 
cent of the world’s oats. 

In their quest for superprofits the monopolies were com- 
pelled to build railways, enterprises for the extraction of 
minerals and for the primary processing of raw materials 
in the colonies and semi-colonies. But imperialist rule 
arrested the advancement of the productive forces in the 
colonies. It deprived the oppressed peoples of the conditions 
needed for independent economic development. 

Capital flowing into the colonies was used to deepen their 
economic dependence. The dominating monopolies strove 
to prevent the development of the production of means of 
production. They refused to grant the colonies and depend- 
ent countries credits for these purposes and did not sell 
them the necessary equipment. The industrialisation of the 
colonies was incompatible with their subjugation to the 
imperialist powers. 

There is no or almost no heavy industry in the econom- 
ically less developed Latin American and African countries, 
and in some Asian and Middle East countries. Even in the 
countries where industry is comparatively better developed, 
for example, in the Latin American countries, only the 
extractive and light industries (cotton, tanning and food 
industries) are growing. 

Africa possesses enormous mineral wealth. It can be 
justifiably called the world’s great storehouse. It produces 
96 per cent of the total diamonds in the capitalist world, 
71 per cent of cobalt, 60 per cent of gold, 42 per cent of 
phosphorites, 24 per cent of copper and 21 per cent of 
manganese, but the African peoples live in extreme poverty 
because of their terrible economic backwardness. 

All African countries put together with a population of 
over 200 million smelt only 1.2 million tons of steel a year, 
while Belgium with a population of 8.7 million smelts 5 mil- 
lion tons a year. This is much more than in the developing 
countries, the population of which reaches 1,000 million. 
Under British rule the per capita consumption of steel in 
India was 2 kilograms a year as against 220 kilograms in 
Britain. 
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Even the textile industry in the colonial and dependent 
countries remains underdeveloped and backward. In India, 
in colonial times, there were only 9.7 million spindles as 
compared with 41.1 million in Britain, whose population 
is 1/8 of that of India; in Latin America there are only 
4.4 million spindles as against 281 million in the USA. 

The countries enslaved by imperial- 
Colonial _ ism remain agrarian throughout 
eee the period of colonial oppression. 

The main source of subsistence of 
the majority of their population is agriculture, cramped in 
semi-feudal fetters. 

The land is concentrated in the hands of feudal lords and 
usurers. Besides, huge tracts of land are seized by foreign 
monopolies. 

Imperialists have set up a plantation economy in a num- 
ber of colonies and dependent countries. Plantations are 
large agricultural enterprises owned by the colonialists and 
producing vegetable raw materials (cotton, rubber, jute, 
sizal, coffee, etc.). They are based on the slave- or semi- 
slave labour of the natives deprived of any rights. 

Small peasant farming generally predominates in the 
most densely populated dependent countries. Big landowners 
lease out small plots to peasants on the most onerous terms. 
The peasants, oppressed by both the landowners and usu- 
rers, are able to afford only the most primitive implements. 
This exhausts the soil to the extreme. In the countries 
enslaved by imperialism agriculture tends to decay. 

i ae portion of the scanty product of the peasants’ 
i aan re g labour is appropriated by the exploiters: 

Owners, usurers, wholesalers, tax collectors, etc. They 
oe not only the product of the peasant’s surplus 
E ore ut also a considerable part of the product produced 
y the necessary labour, leaving him an income that more 
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level at the industrial enterprises and plantations. At the 
low level of technology, the enormous profits of the mo- 
nopolies are based on the extremely high rate of surplus 
value. Mass unemployment and the widespread application 
of undisguised slave labour hampered the struggle of the 
workers for their vital rights. 

In the colonies the working day lasted 14, 16 and more 
hours. There was no social legislation. As a rule, there 
was also no labour protection of any sort at factories and 
transport enterprises. 

The wages of colonial workers are far below the subsist- 

ence level. Native workers receive only a fraction of 
the wages paid to workers in the metropolitan country 
doing the same job. 
The low economic development 
level and the high degree of ex- 
ploitation brought the colonial peo- 
ples poverty and hunger and pushed them to the verge of 
extinction. 

According to UN data, the per capita income of two- 
thirds of the world’s population barely reaches $41 a 
year. This is from one-tenth to one-fifteenth of the in- 
comes in the metropolitan countries. Hundreds of millions 
of people, living in wretched poverty are deprived of med- 
ical services. In the USA there is one doctor to every 800 
people, in France one per 900, in West Germany one per 
700, in many of the former colonial countries only one 
doctor to 40,000-70,000 people. 

One of the most horrible aftermaths of colonial oppres- 
sion is the high rate of infant mortality. In the advanced 
capitalist countries 20 to 30 infants in 1,000 die before 
the age of one, in some newly free countries—over 100. 
The average life span in the advanced capitalist countries 
ranges from 63 to 74 years in a number of former colonial 
countries from 35 to 43 years. 

Every year millions of people in the colonial and depend- 
ent countries die of hunger, scores of millions lead a half- 
starved existence. In Africa 57 per cent of the native popula- 
tion dies under the age of 15. In Brazil, Argentina, Chile 
and other South American countries about 60 million peo- 
ple are permanently undernourished. 


In the clutches of 
poverty and hunger 
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The colonial peoples have long 


National liberation 3 Z 5 
struggle of the since been fighting their foreign 
| oppressed peoples enslavers. They often rose in insur- 


for independence rections which were cruelly put 
down by the colonialists. 

Under imperialism the liberation struggle of the colonial 
and dependent countries assumed an unprecedented scale. 
One of the basic characteristics of imperialism, Lenin said, 
is that it accelerates the development of capitalism in the 
most backward countries and thus extends and intensifies 
the struggle against national oppression. The national 
liberation movement in the colonies draws the vast major- 
ity of the world population, subjected by the finance 
oligarchies of a handful of the biggest capitalist powers, 
into the anti-imperialist struggle. 

Imperialism is the common enemy of the proletariat in 
the advanced capitalist countries and of the oppressed 
peoples in the colonies. This-means that the struggle of 
the working class for socialism and the national liberation 
movement of the colonial peoples can and must be merged 
into a common struggle against imperialism. 

The national liberation movement in the colonies and 
the struggle of the proletariat and all working people 
against the capitalist system of exploitation are based on 
identical laws of social development. The growing national 
liberation struggle of the oppressed peoples in the colonies 
and dependent countries undermines the foundations of 
imperialism, heralding its collapse. 

The peoples of the colonial world, who are ruthlessly 
exploited by the monopolists of the imperialist powers, rise 





up in arms against foreign oppression, for freedom and 
FE Dan ame aean liberation struggle in the col- 
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ical change in the relation of forces between socialism and 
capitalism have enabled the peoples enslaved by imperial- 
ism to smash colonialism once and for all, to win 
freedom and independence and to embark on the road of 
non-capitalist development, which opens up wide prospects 
for the achievement of rapid economic and social progress. 

Political economy proves scientifically that the peoples 
of the economically less developed countries are able to 
throw off the heavy burden of poverty, backwardness and 
slavery only by waging a resolute and irreconcilable strug- 
gle against all vestiges of colonialism, fighting for national 
sovereignty and radical socio-economic reforms. 

The objective laws of social development make the com- 
plete collapse of the colonial system, which has become 
a disgrace to humanity, inevitable. All attempts by colonial- 
ists to perpetuate their rule by means of new methods of 
violence and deceit are invariably abortive. 


REVISION QUESTIONS 


1. What are the main economic symptoms of im- 
perialism? 

2. What is the role of the finance oligarchy in modern 
capitalism? 

3. Why do the imperialists fight for world domination? 

4. What is the importance of the struggle of the colonial 
and dependent countries for political and economic 
independence? 














Chapter VIII 


IMPERIALISM’S PLACE IN HISTORY. GENERAL 
CRISIS OF CAPITALISM 


1, IMPERIALISM—A SPECIAL STAGE OF CAPITALISM 


Imperialism is a special stage of capitalism. It has three 
distinguishing features. Imperialism is, first, monopoly 
capitalism; secondly, parasitic, or decaying capitalism; 
and thirdly, moribund capitalism. Imperialism is the eve 
of the socialist revolution. Such is its historical place with 
respect to capitalism in general. 

ooo ca piealiani The domination of the monopolies 

involves an enormous growth in 
the socialisation of production. Many thousands of people 
work in enterprises belonging to monopolies. The monop- 
olies merge many enterprises into one. They assume con- 
trol over sales markets, raw material sources, inventions 
and improvements. Big banks control virtually all the 
money resources of society. 3 

The high degree of socialisation of production shows 
that the material preconditions for a socialist transforma- 
tion of society are already there. But the enormous progress 
in the socialisation of production serves the mercenary 
interests of a handful of monopolists. The popular masses 
receive no perceptible benefits from the enormous devel- 
opment of the productive forces. Moreover, their exploita- 
tion gai fiercer. j 

us, imperialism, being monopoly capitalism, is a new 
ae see the development of the Bee contradiction of 
SR R E contradiction between the social character 
RE he na Raced Bene capitalist form of appropria- 
die Sandie hans ae production by the monopolies 
siidele Hetiwcen the 4 a aggravation of the competitive 
tion, to unite production empts to do away with competi- 
on a national scale inevitably end 
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in failure so long as the means of production remain the 
property of capitalists. 

Monopoly rule tends to arrest tech- 
Imperialism _ nological progress and to result in 
and technological technological stagnation. Since the 
progress monopolies are able to dictate the 
prices for their output and to keep them artificially on a 
high level they are not always interested in introducing 
technological innovations. 

However, the tendency of the monopolies to slow down 
technological progress clashes with an opposing tendency— 
that of applying technological improvements. In that strug- 
gle the upper hand is taken now by one, now by the other 
tendency. As a whole, capitalism grows quicker than it 
did before, but this growth is extremely uneven and is 
paralleled by stagnation in some industries and some coun- 
tries. 

The struggle of the two tendencies is typical of the 
monopoly stage of capitalism as a whole. However, it takes 
different forms at the different stages of monopoly capi- 
talism’s development. 

The tendency towards technological stagnation is ex- 
pressed with particular force in the first stages of monopoly 
capitalism. At that time pre-monopoly forms were still 
widespread. In the competitive struggle against the tech- 
nologically far less equipped non-monopoly enterprises, 
the monopolies often delayed technological progress in 
order to avoid a depreciation of the enormous sums of 
capital invested in outmoded equipment. 

This state of affairs has changed substantially at the 
present stage, when the monopolies have tightened their 
grasp on the economy. Competition is now the realm of 
giant monopolies, which in their struggle, naturally, do 
not neglect such a mighty weapon as technological prog- 
ress. The scientific and technological revolution makes the 
monopolists improve production so as not to lag behind 
their competitors. At the present rate of technological de- 
velopment backwardness would endanger the further exist- 
ence even of the largest firms. The large scale of research 
in the capitalist countries is attributable to this. 

The lion’s share of the work is financed by the govern- 
ment while its results are placed at the disposal of the mo- 
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nopolies. Research has progressed at a particularly high rate 
in the USA. At the end of the Second World War less than 
2,000 million dollars were spent on research in the USA, of 
which 44 per cent were financed by the government. B 
1962-63 the tota] expenditure had grown to 16,000 million 
dollars, the government’s share to 64 per cent. 

The competitive struggle on the world capitalist market 
is an important stimulus raising the technological level of 
production. The intensification of the struggle for foreign 
markets makes the monopolies apply serious efforts to 
avoid any lagging behind their competitors and to outstrip 
them, if possible. 

The new situation in the world which compels the capi- 
talist countries to compete economically with the socialist 
system plays an eyen greater role in that respect. Economic 
growth rates are extremely important in that competition. 
The rulers of monopoly capital and the governments serv- 
ing their interests spare no effort to achieve higher growth 
rates. The existence of the world socialist system is a fac- 
tor that must be taken into account if an understanding is 
to be gained of the concrete situation in which the struggle 
between the two tendencies in technological progress devel- 
ops under modern capitalism. 

The intensification today of the working class’s struggle 


for its rights and economic interests also exerts a major 


influence on the course t: 
The fight of the working class for an improvement of its 
position stimulates an introduction of technological improve- 
ments, for, obviously, the lower the wages the less the 
copiis are interested in raising the technological level 
Pee but the higher the wages the more interested 
pi A a Aog new equipment, in saving live 
bour, s shows that the struggle of the working class 

us economic interests far from arresting technological 


progress as alleged by its enemi ‘ 

of the productive PERI ies, promotes the growth 
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talism treats human labour power, society’s main produc- 
tive force, in a predatory way. The exploitation of the 
proletariat intensifies and this adds to the insecurity of the 
working people’s existence. 

The decay of capitalism progresses with the spread of 
parasitism. The layer of rentiers, people who live in idle- 
ness on the income from securities, has grown enormously. 
These are the owners of shares, bonds of state loans, etc., 
who live by “clipping” coupons. The bulk of the bourgeoi- 
sie has dissociated itself from the process of production. 
The management of enterprises has passed into the hands 
of hired executives. 

Not only a great number of people have made idleness 
their profession, but whole countries have become rentiers. 
Investing a large share of their wealth abroad, they are 
the centres of the financial exploitation of the capitalist 
world: the export of capital ensures them a steady influx 
of tribute from abroad. 

The non-productive consumption of the people’s labour 
and of its fruits is also growing. The branches and the num- 
ber of people employed in rendering personal services to 
the propertied classes are increasing. Whole countries, like 
Switzerland, and vast areas (in the South of France, Italy, 
Austria, and partly in Britain) have become places where 
the international bourgeoisie dissipates its unearned in- 
comes. 

Militarism, growing at a monstrous rate, consumes an 

ever greater share of the people’s income in the capital- 
ist countries. All imperialist countries participate in the 
arms race. The preparation for aggressive wars swal- 
lows huge funds. 
The exacerbation of the main 
contradiction of capitalism leads 
to the direct intervention of the 
bourgeois state in the economy in the interests of the 
finance oligarchy and to the growth of monopoly capitalism 
into state-monopoly capitalism. 

Lenin noted that the First World War and the resultant 
dislocation forced all countries to switch from monopoly 
capitalism to state-monopoly capitalism. 

The growth of state-monopoly capitalism continued also 
after the end of the First World War: during the period 
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between the two world wars, during the Second World War 
eee of war or crises the government helps the 
monopolies overcome difficulties they themselves would be 
unable to cope with. In wartime the government builds 
enterprises which the monopolies do not consider suf- 
ficiently profitable. It often happens that they are later 
sold to private monopolies for a song. During crises the 
state saves the monopolies from collapse by issuing them 
loans and direct financial aid from the T reasury. 

The bourgeois state nationalises enterprises and even 
whole branches in the interests of the capitalist monop- 
olies. In a number of cases the state buys from the monop- 
olies obsolescent, unprofitable enterprises and spends huge 
sums on re-equipping them. In this way state monopolies 
emerge in addition to private monopolies. RS- 

State and private monopolies merge. The activities of 
the state monopolies are subordinated to the interests of 
private monopolies. State monopolies supply the private 
monopolies with electric power, fuel and metal at reduced 
rates. State railways transport the freight of private 
monopolies at lower tariffs. The losses are covered by 
taxes levied on the working people. 

In the interests of the monopolies the bourgeois state 
carries out measures to regulate the economy: distributes 
raw material and fuel, provides labour power, and finances 
and credits production. The regulating bodies are generally 
under the complete control of the monopolists and their 
representatives. The state places extremely profitable orders 
with the biggest monopolies. Particularly profitable are arms 
orders, both during wars and during war preparations. 

The growth of monopoly capitalism into state-monopoly 
capitalism tightens finance capital’s oppressive grip and its 
rule over the lives of the peoples. Dominant monopoly 
capital and the state administrative machinery become 
closely interlinked. The state has become a commitiee for 
the management of the business of the monopoly bour- 
geoisie. It administers the dictatorship of a handful of 
monopolists who use state power and its apparatus to 
perpetuate the bourgeois system, for their superprofits, 
domination of markets, and redivision of the world. 

State-monopoly capitalism unites the power of the 
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monopolies with the power of the state in a single mechan- 
ism for the purpose of enriching the monopolies, suppres- 
sing the labour movement and the national liberation 
struggle, safeguarding the capitalist system and unleash- 
ing aggressive wars. 

Defenders of the monopolies as- 
sert that the intervention of the 
bourgeois state in the economy is 
able to solve the contradictions of 
capitalism. The reformist lackeys of the bourgeoisie depict 
state-monopoly capitalism as a new social system devoid 
of the sores and ills of capitalism, as socialism. They aver 
that capitalism has changed its nature, that it has become 
“planned”, “regulated”, “people’s” capitalism. 

Such assertions have nothing to do with reality. State- 
monopoly capitalism does not change the nature of the 
bourgeois system. Profits through the exploitation of the 
working class and the broad working masses continue to 
be the aim of production. The gulf between labour and 
capital, between the majority of the nation and the monop- 
olists, is deepening. Competition becomes more intense, 
the anarchy of production grows. This aggravates the 
general chaos and disorganisation of the capitalist system 
as a whole. 

Trying to remove the threat of economic crises the 
bourgeois state spends enormous sums to give the econ- 
omy artificial respiration. The money flowing from the 
Treasury into the safes of the monopolies are exacted 
from the population. This reduces the effective demand of 
the population. The expansion of military production 
reduces the output of production for peaceful purposes. 

The facts have refuted the inventions about “‘people’s” 
capitalism. The defenders of the monopolies and their 
reformist lackeys maintain that in bourgeois society the 
state is a supra-class and extra-class body which takes 
care of the people’s interests. In reality, however, the 
bourgeois state serves wholly the interests of the finance 
oligarchy. Both in its domestic and in its foreign policy 
it fulfils the will of the ruling monopoly groups. 

Thus, the development of state-monopoly capitalism 
not only fails to solve the contradictions and conflicts of 
bourgeois society but on the contrary aggravates them. 


The anti-popular 
nature of state- 
monopoly capitalism 
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Instead of strengthening capitalism, as the bourgeoisie 
expects, it knocks a few more bricks out of its foundations, 
The intervention of the bourgeois 
state in the economy gives the 
monopolies fabulous profits. At the 

same time it leads to a further socialisation of production. 

State-monopoly capitalism is the highest stage of the 
socialisation of production under capitalism when the 
means of production continue to be privately owned. In 
this sense Lenin considered state-monopoly capitalism the 
complete material preparation for socialism, its eve. 

Events show, however, that material preconditions in 
themselves are not enough for a transition from capitalism 
to socialism. The presence of the material prerequisites of 
socialism indicates that the socialist revolution can and 
should be urgently effected. In these conditions the political 

` consciousness and cohesion of the masses in their struggle 
to curb monopoly power, abolish its domination and estab- 
lish socialism is crucial. 

The transition of separate enterprises and even whole 
branches into the hands of the bourgeois state—bourgeois 
nationalisation—is not a socialist measure since on a social 
scale the means of production continue to be the property 
of the capitalists. At private, like at state enterprises, labour 
continues to be exploited by capital. But under certain con- 
ditions the working class can use even bourgeois nation- 
alisation as a weapon in the struggle against monopoly 
arbitrary rule. For this reason the bourgeoisie often opposes 
nationalisation, while the working class supports it. 

Demanding the nationalisation of factories and banks 
the working class wants the management of the national- 
ised enterprises to be handed oyer to the true representa- 
tives of the people. In this way the working class strives 
to isolate the exploiter Mmonopolists, to consolidate the 


broadest masses of the working people in the attack on 
the monopoly yoke. 


E a The intervention of the bourgeois 
par ete state in the economy intensified 

after the Second World War and 
State-monopoly economic regulation assumed an even 
wider scale, particularly in the early sixties. In a number 
of countries (France, Italy, the Netherlands, Japan and 
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other countries) the government bodies representing the 
interests of the leading monopoly capital groups began to 
work out economic programmes or plans for a number 
of years. Such programmes have the objective of establish- 
ing a definite economic growth rate, strengthening the posi- 
tions of domestic monopolies in the competitive struggle 
on the world market, promoting the further concentration 
and monopolisation of the economy, improving the eco- 
nomic structure by developing the most profitable branches. 

By economic programming and planning the monopoly 
bourgeoisie want to influence the spontaneous course of 
capitalist reproduction, to use the economic laws of capi- 
talism in its economic and political interests. The monopo- 
lists hope that economic programming and planning will 
improve the capitalist economic mechanism, take the edge 
off social conflicts, overcome the difficulties posed by the 
modern scientific and technological revolution. Leading 
bourgeois groups believe that economic programming and 
planning will prove an effective means of economically 
competing with socialism. 

Economic programming and planning emerged because 
the development of state-monopoly capitalism provided 
the bourgeois state with levers enabling it to exercise a 
serious influence on the country’s economic life. These are 
the nationalisation of enterprises and whole branches, the 
growth of the state budgets, amounting in many cases to 
about 25 to 33 per cent of the national income, the taxation 
policy and the credit system. In a number of countries state 
finance accounts for a large share of the capital inyest- 
ments. The militarisation of the economy and the arms 
race are cardinal factors in strengthening state-monopoly 
capitalism. 

Yet, there can be no genuine economic planning under ca- 
pitalism, which is based on the domination of private owner- 
ship of the means of production. Economic programmes and 
plans being drawn up by the bourgeois governments exert 
a definite influence on the course of reproduction but are 
unable to abolish its laws operating spontaneously. The 
aims stipulated in the programmes and plans are achieved 
only to a very limited extent, and the mechanism of capi- 
talist reproduction often plays havoc with the programmes. 

At the same time the fact that economic programming 





12-352 177 














and planning have been introduced shows that modern 
capitalism is ripe for socialist reorganisation, that the 
material prerequisites for the socialist revolution have 
matured. The working class and its vanguard—the Marxist- 
Leninist parties—are advancing a democratic alternative 
to the economic management by and in the interests of a 
handful of finance oligarchy groupings within the frame- 
work of state-monopoly capitalism. This alternative 
provides for the destruction of the omnipotence of the 
monopolies, for the democratisation of the political and 
economic systems, for state regulation of the economy in 
the vital interests of the people. 

The democratic alternative is a set of demands and 
measures designed to mobilise the powers and activity of 
the working class and of its allies for a consistent struggle 
against monopoly rule. It proposes to enhance the political 
role and influence of the working class, and thus to trans- 
form economic programming into a means of realising the 
vital tasks of social progress, of bringing about a demo- 
cratisation not only of the political but also the economic 
structure of society by limiting the power of monopoly 
capital, and of democratising the management of the state 
sector of the economy and satisfying the lawful interests 
of the working class and all working people. 
in sass The fact that reaction is rampant 
political reaction in all spheres of social life strik- 
ae neti ingly demonstrates the decay and 
nee sm of capitalism. Free competition was consistent 
tae Bee ketene Monopoly entails political reac- 
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The intensification of the bourgeoisie’s reactionary pol- 
icy stiffens the resistance of the popular masses, headed 
by the working class. This, Lenin pointed out, deepens the 
antagonism between imperialism, which denies democracy, 
and the masses, who strive for democracy. 

The emergence of a handful of rich imperialist countries, 
which profit by looting the colonies and weak nations, is 
another very important feature of imperialism. While this 
looting of the colonies and dependencies prevents to some 
degree the emergence of strong revolutionary movements 
in the countries profiting by it, because the bourgeoisie 
divides a share of its spoils among a certain section of the 
population, it facilitates the emergence of such movements 
in the countries being looted and threatened with division 
and strangulation by the imperialists. Such was the position 
of Russia in 1917. 

= atai Imperialism is moribund capital- 
Moribund oor a It is the final stage of au 
talism, when the bourgeois system disintegrates under the 
impact of the contradictions tearing it apart. 

Monopoly rule makes the existence of the broad mass 
of the working people ever more insecure. The tighter grip 
of exploitation enhances the resentment of the working 
class and steels its resolve to destroy capitalist slavery. The 
colonial peoples being exploited by the monopolists of the 
imperialist powers rise against the foreign yoke, fight for 
freedom and independence. The struggle of the imperialist 
powers for sales markets, spheres for profitable capital 
investments and raw materials, in short, the struggle for 
world domination becomes desperate. 

Imperialism, moribund capitalism, is characterised by 
an unprecedented aggravation of the contradiction between 
the productive forces and the capitalist relations of produc- 
tion. The latter have long since become fetters for society’s 
productive forces. This contradiction is the cause of all 
conflicts and clashes in the imperialist epoch. 

As we said above, imperialism is 
Tmperialism—te eve moribund capitalism. This does 
SI tlie soea not mean, however, that it dies of 
its own accord. The historically 
predetermined supercession of capitalism by socialism is a 
result of the persistent revolutionary struggle of the pro- 
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letariat, rallying the broad mass of the working people 
around itself. 

Having defined imperialism as moribund capitalism, 
Lenin showed that imperialism was the eve of the pro- 
letariat’s socialist revolution. The bourgeois system has 
exhausted its historically progressive role and become a 
monstrous obstacle on the road to the further development 
of society. The world capitalist system as a whole is ripe 
for the socialist revolution. 

The conditions in which the strug- 
Berea tonsil gle of the working class for sociai 
ism proceeds have changed sub- 
stantially in the monopoly stage of capitalism. This change 
is a result of the operation of the law of the uneven devel- 
opment of the capitalist countries in the imperialist period. 

Private ownership of the means of production and the 
anarchy of production prevent an even development of 
individual enterprises and branches and even of different 
ge i Some countries outstrip others in their develop- 
ment. 

The uneven development of Separate countries intensi- 
fies sharply in the imperialist period. The unprecedented 
technological advance has enabled the young countries 
rapidly to catch up and even outstrip their old competitors. 
Countries which embarked on the road of capitalist devel- 
opment later than others were able to use the fruits of 
A progress, to use up-to-date equipment and 
machinery and to profit from improved technology. Con- 
currently, monopoly rule is marked by a tendency towards 
parasitism, decay and technological stagnation. This 


explains the rapid development of some countries and the 


retarded growth o; ; R 
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influence. While imperialism ruled undividedly throughout 
the world, the struggle for the redivision of the already 
divided world inevitably led to bloody, devastating wars 
between imperialist groups. 

The uneven political development of the capitalist coun- 
tries in the imperialist epoch is closely linked with their 
uneven economic development. A tendency to enhance the 
reign of reaction can be observed in all capitalist countries 
in the imperialist period. However, the relation between 
the class forces and the conditions for the working-class 
struggle differ from country to country. The political 
consciousness and revolutionary determination of the pro- 
letariat and its relations with the mass of the peasants 
and other working sections of the population develop dif- 
ferently in different countries. 

The unevenness of the economic and political develop- 
ment of the capitalist countries in the imperialist period is 
responsible for the uneven maturing of the economic and 
political preconditions for the socialist revolution. A 
socialist revolution takes place in the countries where the- 
situation particularly favours the victory of the proletariat. 
The period during which imperial- 
ism ruled on a world scale has 
been characterised by Marxism- 
Leninism as the epoch of imperial- 
ism, wars and proletarian revolu- 
tions. Creatively developing Marxism, Lenin showed that 
the revolutionary collapse of capitalism does not proceed 
simultaneously throughout the world. Because of the uneven 
economic and political development of capitalism in the 
imperialist period the socialist revolution is accomplished 
in different countries at different times. 

Socialism triumphs first in a single capitalist country. 
Gradually other countries fall away from capitalism and 
embark on the road to socialism. During the imperialist 
epoch socialist and capitalist countries co-exist. The peace- 
ful coexistence of countries with different social systems 
is historically inevitable during that epoch. i 

Lenin’s teaching that the socialist revolution can triumph 
in individual countries has opened up new revolutionary 
vistas to the proletariat and has given it the courage to 
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storm bourgeois positions in their countries. It became 
a manual to action in the greatest revolution ever—the 
Great October Socialist Revolution in Russia. The break- 
away from capitalism of a number of countries and their 
first steps along the socialist path after the Second World 
War are again sure confirmation of Lenin’s theory of the 
socialist revolution. 


2. GENERAL CRISIS OF CAPITALISM 


prima a The revolutionary transition from 
ral cris] * ` ae > 
of capitalism capitalism to socialism is the result 


of a law-governed social process. 
The rule of capital could not have 
been overthrown if the whole course of economic develop- 
ment had not led up to it. No power could destroy capi- 
talism, Lenin said, if it had not been undermined and 
eroded by history. 

The substitution of the outmoded social system by the 
new and superior system inevitably embraces a lengthy 
period. This period is one of struggle between the new 
and the old, the nascent and moribund social orders. It is the 
period of the general crisis of capitalism. The collapse of 
capitalism develops during a long period of world history. 

The First World War and the Great October Socialist 
Revolution ushered in the general crisis of capitalism. The 
Socialist revolution in Russia was the first break-through 
in the imperialist front. It shook the foundation of the 
pen capitalist system and threatened its further exist- 

The socialist revolution in Russia, Lenin i 

Eee pointed out, 
marked the beginning of the world socialist revolution. 
Further historical development led to the collapse of 
cepuslign in a number of other European and Asian coun- 
tries and to their embarkation on the socialist road. Social- 
= ee the borders of a single country and became 
oe system. Capitalism was unable to halt this epoch- 

axing process. By now more than one-third of the world 
population has thrown off the capitalist yoke once and 


for all and the foundati i i 
ieee nh of bourgeois rule are tottering 
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The split | Russia’s break-away from capital- 
aibe wona into ism meant that the capitalist sys- 
i tem was no longer the only world- 
wide economic system. The 
undivided rule of the capitalist system in the world was 
past history. In addition to capitalism a socialist economic 
system had emerged and begun to grow. The world had 
been split into two systems. 

Socialism and capitalism are not only different but also 
opposing social systems. The contradiction between the two 
systems is mankind’s main contradiction today. 

The struggle between the two systems—moribund capi- 
talism and triumphant socialism—has become the decisive 
factor in world history. The powerful advance of socialism 
brings out the disintegration of capitalism in bold relief. 

The simultaneous existence of the two systems incurs 
competition between them. This competition embraces the 
economy, politics, culture and all other spheres of social 
life. There is not a single sphere in modern society which 
is not affected by this great historical competition. The 
competition of the two social systems constantly demon- 
strates the supremacy of socialism over capitalism and is 
a pointer to the main trend of historical development. 

The general crisis of capitalism 
pices pr beth passes through a number of stages 
of copitalisna EM in its development. 

The first stage embraces the period 
from the beginning of the general crisis of capitalism to the 
Second World War. 

The second stage was ushered in by the Second World 
War and by its consequences—the break-away of a large 
group of European and Asian countries from the capitalist 
system. 

The third stage set in as a result of the enormous growth 
of the socialist forces and the weakening of the forces of 
imperialism in the course of the peaceful economic com- 
petition. The most crucial single feature of the third stage 
is that it developed not in connection with world war. 

Since the outbreak of the general crisis of capitalism 
the world political map has radically changed. In 1919 the 
socialist countries occupied 16 per cent of the world s area 
and embraced 7.8 per cent of the world’s population. In 
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1964 they occupied 26 per cent of that area with 34.6 per 
cent of the world’s population. The big imperialist powers 
(the USA, Britain, the Federal Republic of Germany, France, 
Japan, Italy) and their colonies covered 44.5 per cent of 
the world’s area in 1919 and had 48.1 per cent of the 
world’s population. In 1964 the figures were 10.6 per cent 
and 16.2 per cent respectively. In 1919 all colonies, semi- 
colonies and dominions covered as much as 77.2 per cent 
of the world with 69.2 per cent of its population, but only 
6.8 per cent and 1.4 per cent respectively in 1964. The 
colonial and semi-colonial countries who had gained 
independence since 1919 (excluding the socialist countries) 
occupied in 1964 56.4 per cent of the world’s surface and 
embraced 42.6 per cent of its population. 

The main content of the modern 
epoch is the transition from capi- 
talism to socialism and its under- 
lying trend is for the socialist world to expand and for 
the capitalist world to shrink. The laws of imperialism no 
longer reign supreme throughout the world. New laws of 
social development inherent in the socialist system have 
emerged and consolidated and are exercising an ever greater 
impact on social development. 

Our epoch, the Programme of the Communist Party of 
the Soviet Union says, whose main content is the transi- 
tion from capitalism to socialism, is an epoch of struggle 
between the two opposing social systems, an epoch of so- 
cialist and national liberation revolutions, of the breakdown 
of imperialism and the abolition of the colonial system, 
an epoch of the transition of more and more peoples to 
the Socialist path, of the triumph of socialism and com- 
munism on a world-wide scale. 


Thus, the modern epoch of world development is deter- 
mined by three basic processes. 
ie is, first, the emergence and the consolidation of 
e new system in the countries in which the socialist 
revolution has triumphed; 
a the pe of colonialism under the impact of 
j 1 eration movement of th d 
i imperialism: of the peoples oppresse 
Peri the exacerbation of all internal and external 
ictions in the capitalist countries, the maturing of 
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prerequisites for the triumph of the socialist revolution in 
them. 

The highest of these three processes is the growth of 
the forces of socialism. It exerts a decisive influence on all 
other processes. The epoch of the general crisis of capital- 
ism is the epoch of the struggle between two systems—the 
socialist and the capitalist. The forces of socialism are 
steadily growing. More and more countries are breaking 
away from capitalism. The relation of forces between 
imperialism and socialism changes in favour of socialism. 

Colonialism collapses because the positions of imperialism 
in the colonial and dependent countries are undermined, 
the enslaved peoples of the less developed countries gain 
independence and expel the imperialists. 

The aggravation of the contradictions of imperialism 
shows that that system has entered the period of decline 
and destruction. The irreversible process of decay infects 
the whole body of capitalism: its economic and state sys- 
tem, its politics and ideology. 

The increasing internal instability of the capitalist 
economy can be seen from capitalism’s growing inability to 
use the productive forces of society to the full. It is dis- 
played also by the more and more frequent economic 
recessions and the symptoms of stagnation discernible in 
a number of countries, the undercapacity operation of 
factories and chronical unemployment. The development 
of state-monopoly capitalism and the growth of militarism 
have further aggravated the contradictions of imperialism. 

As capitalism progressively disintegrates the struggle 

between labour and capital unavoidably gets hotter. The 
contradictions between the imperialist powers are also 
deepening. The bourgeoisie strengthens political reaction 
all along the line and rejects bourgeois democracy. In some 
countries it establishes fascist tyrannies. 
For close on three decades the 
Soviet Union built socialism in 
capitalist encirclement. The rout 
transformation into of the fascist aggressors in the 
the decisive factor Second World War promoted the 
of world developm ai break-away of a number of Europ- 
ean and Asian countries from the capitalist system. 

The socialist revolutions in these countries inflicted an- 
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other heavy blow on imperialism. The revolutions in a 
number of European and Asian countries, the Programme 
of the CPSU says, have been the most important events in 
world history since October 1917. The triumph of the 
socialist revolution in these countries made socialism a 
world system. In our time there are two world systems— 
the socialist and the capitalist. z 
International reactionaries resorted to armed interven- 
tion against the young Soviet Republic in an attempt to 
counter the first break-through in the world imperialist 
front ushered in by the October Revolution in Russia. But 
imperialism could not resort to this measure after the 
second break-through effected by the people’s democratic 
revolutions in a number of European and Asian countries. 
The reason for this was the existence of a powerful 
socialist country—the Soviet Union. With all its economic 
ad political igap the Soviet Union resolutely supported 
e young socialist co i r 
R te untries that emerged after the Second 
The emergence and consolidation of the world socialist 
system have substantially changed the relation of forces 
between socialism and capitalism in the world today. Over 
a thousand million people live under socialism. This is 
he EEIN of the world population. 
e world community of socialist countries is a power- 
a meas peT A progressive forces. Its 
restore capitalism in the Baontvies that ss on en va 
from the capitalist system oo 
Socialism’s development into a ld t I 
mae E 2 WOT. System has con- 
mains Veo capitalism’s inevitable cen: A new stage 
ps a the two social systems, the 
18816 eature of the general crisis of 
capitalism. The main contradicti eca enod 
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„COT ction between growing socialism 1 dyi 
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To an ever greater extent the world socialist system is 
becoming the decisive factor of social development. The 
relation of forces between socialism and capitalism con- 
tinuously changes in favour of socialism, to the detriment 
of capitalism. 

The unparalleled successes of socialism have enabled 
the Soviet Union to enter a new historical stage of develop- 
ment, the period of building the material and technical 
basis of communism. The European and Asian socialist 
countries too have scored enormous successes in their 
peaceful economic and cultural development. The founda- 
tions of socialism are being laid in these countries, while 
in some of them full-scale socialist construction is already 
underway. Co-operation between the socialist countries in 
the economic, political and cultural fields is ever ex- 
panding. 

All these changes are inseparably interlinked and inter- 
dependent. They amount to a single process of steady 
development and rapid growth of the world socialist sys- 
tem, which progresses confidently towards the decisive 
victory in its economic competition with capitalism. The 
world socialist system exercises a growing influence on 
world social development in the interests of peace, democ- 
racy and socialism. 

At present it is not imperialism but socialism that deter- 
mines the main trend of world development. The world 
socialist system, the forces struggling against imperialism 
and fighting for the socialist reorganisation of society, 
determine in our time the main content, main trend and 
main features of mankind’s historical development. 

The crisis of the imperialist col- 
Crisis az onial system broke out in the first 
of clon stage of the general crisis of capi- 
talism. This crisis emerged under the direct influence of 
the October Socialist Revolution in Russia. 

The emergence of socialism marked the advent of the 
era of liberation of the oppressed peoples. The October 
Revolution weakened world capitalism and inflicted a 
crushing blow on the imperialist system. It struck a blow 
at the rear of imperialism and undermined its rule in the 


colonial world. $ 
Imperialist rule in the colonies, formerly more or less 
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stable, had come to an end. The struggle of the oppressed 
peoples against colonialism acquired an unprecedented 
scale. In many cases this struggle was headed by the 
working class led by the Communist Party. : 

Relying on the backing of the Soviet Union some econ- 
omically underdeveloped countries succeeded in dismissing 
their imperialist masters and in defending their indepen- 
dence against imperialist encroachments (Afghanistan, 
Turkey, Iran). Helped by the Soviet people, Mongolia 
gained independence and embarked on the road of socialist 
development, bypassing capitalism. The imperialists were 
still able to maintain their rule in most colonial and depen- 
dent countries, yet their savage reprisals were unable to 
throttle the national liberation movement. The movement 
began to embrace ever broader masses of the people, who 
united in the fight for liberation, against imperialism and 
feudalism. The great sacrifices made in the liberation strug- 
gle have not been in vain. 

Bae n The Second World War exposed 

kearni the vices of colonialism. The na- 
ei cie eoloniat system tional liberation movement of the 
oppressed peoples gained impetus during the war years. 
The rout of the fascist aggressors created favourable condi- 
tions for the success of that struggle. 

The national liberation movement of the peoples en- 
slaved by the imperialists moved into a new stage. The 
proletariat and its Communist Parties began to play a 
greater role. This exerted an enormous influence on the 
national liberation struggle against imperialism. In some 
countries a united national democratic front was formed. 
The working class and the peasantry in the anti-imperialist 
and anti-feudal struggle strengthened their alliance. The 
powerful upsurge of the national liberation movement in the 
colonial and dependent countries led to the disintegration 
of imperialism’s colonial system. 3 

The existence of the socialist countries constrained the 
aggressive forces of imperialism, and facilitated the strug- 
gle of the colonial and semi-colonial countries for the con- 
quest and consolidation of their independence. 

More than 50 per cent of the world population broke 


free of colonial and semi-colonial i fter the 
Second World War. — 
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In the new period in world history predicted by Lenin, 
the peoples who had long been prevented by the colonial- 
ists from advancing along the road of progress, began to 
participate actively in shaping the future of the whole 
world. As a result of the disintegration of the colonial sys- 
tem of imperialism international affairs are no longer rela- 
tions between states inhabited predominantly by peoples 
of the white race, and are now increasingly becoming 
genuine world relations. The ex-colonial peoples have 
become makers of a new life, a revolutionary force smash- 
ing imperialism. 

The disintegration of the colonial system of imperialism 
takes a variety of forms. Having evicted the imperialists 
and their henchmen, the Chinese people took the socialist 
road. This road was taken also by the peoples of the 
Korean People’s Democratic Republic and the Democratic 
Republic of Vietnam. Some less developed countries, which 
have thrown off the colonial yoke and gained political 
independence, have not yet succeeded in breaking away 
from the world capitalist economy. 

At the present stage of the general crisis of capitalism 
the colonial system of imperialism has disintegrated to an 
extent that sets the task of abolishing it completely. The 
colonial system has to all intents and purposes collapsed 
under the powerful blows of the national liberation move- 
ment. 

Following the Second World War more than 60 sovereign 
states rose on the ruins of the colonial empires. Most of 
them won political independence after 1955. The bulk of 
the Asian and African peoples have thrown off the colonial 
yoke. 

The triumph of the people’s revolution in Cuba was a 
break-through in the US colonial front in Latin America. 
The Cuban people, defending their independence, embarked 
on the road of socialist development. The example of rev- 
olutionary Cuba inspires all Latin American peoples in the 
struggle against the oppression by US monopoly capital, 
for freedom and independence. 3 

The peoples still languishing under colonialism are 
waging a stubborn battle against their oppressors. The 
walls of colonialism’s last strongholds are shaking. The 
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sixties of the 20th century will go down in history as the 
years of the colonial system’s final collapse. 

The liquidation of colonialism is a 
result of the long and stubborn 
liberation struggle of the peoples 
enslaved by imperialism. They have 
always had the support of the socialist countries and of 
all progressive forces. The conquest of political indepen- 
dence allots to the peoples of the economically less devel- 
oped countries imposing tasks. To consolidate their political 
independence they must achieve economic independence 
from foreign capital. Only this will enable them to do away 
with their grim heritage. 

This heritage includes: extraordinary technological and 
economic backwardness; outmoded forms of social life 
which were artificially maintained by the colonialists; an 
extraordinarily low level of labour productivity and 
national income; extreme poverty of the population which 
was doomed to hunger and extinction. So long as the peo- 
ples in the less developed countries remain economically 
dependent on imperialism they will continue to be objects 
of semi-colonial exploitation. 

The peoples who have freed themselves from the colon- 
ialist yoke must choose what road of development to 
embark upon. The capitalist road means deepening social 
inequality, suffering and privations and perpetual poverty 
and backwardness. Socialism will boost their economy and 
culture, giving the people genuine freedom and happiness. 

Practice has convinced the peoples of the newly-free 
countries that the best way to overcome their age-old 
backwardness and poverty is to embark on the non-capi- 
talist road of development. Only this break-away will rid 
them of exploitation and improve their conditions. In a 
number of countries—the UAR, Algeria, Mali, Guinea, the 
Congo (Brazzaville), Burma— far-reaching social reforms 
are being introduced to abolish the domination of foreign 
monopolies, to develop the state sector in the economy 
and to improve the living conditions of the people. 

The imperialists with the USA as 
their ring-leader attempt to prevent 


the national and social ren. i i 
j ascence of the A frican 
and Latin American peoples. —. 


Struggle to overcome 
the aftermaths 
of colonialism 


Neo-colonialism 
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Using a blend of violence and deceit the imperialist 
predators resort to new forms of colonialism. They try to 
enslave the peoples of the economically less developed 
countries by drawing them into aggressive military blocs, 
rendering them “aid” on exorbitant terms. In this way they 
attempt to cling to their old positions and to seize new 
ones. 

The imperialists use the intricate social and class situa- 
tion in the newly-free countries, their economic hardships, 
and the domination of foreign monopolies still persisting 
in many of them, to gain their ends. The newly-free coun- 
tries have become an arena of combat between the progres- 
sive patriotic forces and reactionary circles, who overtly 
or covertly form alliances with imperialism. The relation 
of forces in the world today and the powerful support 
given to them by the world socialist system enable the ex- 
colonial peoples to frustrate the plans of the colonial 
powers. 


3. EXACERBATION OF THE CONTRADICTIONS 
OF WORLD CAPITALISM 


Growing The break-away of a number of 
iastability. E countries from the capitalist system 
ot she capitalist syste has greatly increased the breach in 
the imperialist front and contracted the sphere of capitalist 
domination. The embarkation of the colonial peoples on 
the road of independent development has undermined the 
system of colonial exploitation and brought about a fur- 
ther very substantial limitation of its sphere of activity. 
All this added to the range and depth of the contradictions 
inherent in the capitalist system. Sih 

Even in the first stage of the general crisis of capitalism 
the decay and internal instability of capitalism gained 
momentum. 

Imperialism tends to impede the development of society’s 
productive forces. In the first stage, the inability of the 
bourgeoisie to use productive forces to the full was strik- 
ingly reflected in the systematic under-capacity production 
of factories and mass unemployment. Soaring exploitation 
of the working masses made effective demand fall increas- 
ingly short of commodity supply. Tsarist Russia, until then 
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an object of exploitation, dropped out of the sphere of 
world capitalism. As a result of all this a substantial part 
of the production apparatus was doomed to idleness and 
enterprises began to work below capacily. 

In the USA, Britain, Germany, France and other capi- 
talist countries, industry ran during the whole inter-war 
period at an average of 50 to 66 per cent capacity. In other 
words, with the same productive apparatus the factories 
of the capitalist world could have produced from 50 to 
100 per cent more goods than they actually did. During 
economic crises the equipment utilisation rate was even 
lower. 

Chronical mass unemployment was an inevitable conse- 
quence of the under-capacity operation of factories. 
Between 1921 and 1936 the number of fully unemployed 
averaged 1.7 million people a year in Britain. This means 
that for 16 years one out of seven workers in Britain was 
unemployed. Between 1929 and 1933 one out of four work- 
ers was unemployed in Germany, while in 1936 every sixth 
worker was redundant in the USA. 

After the Second World War the economic growth rates 
in the main capitalist countries were higher than they had 
been in the inter-war period. Yet, the capitalist economy 
continues to be unstable. In many countries there is grow- 
ing inflation, booms alternate with depressions, the state 
debts grow enormously and financial difficulties multiply. 


Militarisati The development of _ state 
the pronar its monopoly capitalism goes hand in 
consequences hand with an unprecedented 


growth of militarism. 

An ever-growing share of the national income—from 
one quarter to one-third—is distributed through the state 
budget. The share of direct and indirect budget expen- 
diture on the arms race is always multiplying. 

The dominant monopolies and the imperialist govern- 
ments carrying out their will attempt to stop the inevitable 
collapse of the capitalist system by force of arms. Militar- 
ism increasingly erodes all aspects of the life of the capi- 
talist countries. In 1949 the USA knocked together the 
aggressive North Atlantic Treaty Organisation (NATO). 
During its existence the expenditure on the creation and 
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improvement of that bloc’s war machine amounted to over 
$1,000,000 million. War expenditure swallows the lion’s 
share of the state budget funds. In the USA in the 1938/39 
fiscal year direct military expenditure amounted to $1,000 
million, reaching $55,000 million in 1964/65. The arms 
race also involves enormous expenditure on atomic energy 
research, on military and economic “aid” to other coun- 
tries, which are accomplices or instruments of the US 
imperialist aggressive actions. At present more than 75 per 
cent of the expenditure in the US federal budget is in one 
way or another channelled towards military needs. 

Individual groups of the monopoly bourgeoisie reap 
superprofits militarising the economy. But this policy tends 
to drain the economy, to sap the population’s financial 
strength by taxation, inflation and higher living costs. 
Imperialist military build-up threatens mankind with loss 
of life and destruction on an unprecedented scale. 
Immediately after the end of the 
First World War a bitter struggle 
broke out between the imperialist 
powers over the division of the 
spoils of war. The danger of a new 
war emerged and began to grow. 
More and more conflicts and 
clashes played havoc inside the capitalist camp. 

The development of the capitalist countries became 
ever more uneven and erratic. 

The defeat in the war weakened Germany considerably, 
and this had a telling effect on the country’s economy in 
the early post-war years. But the economic basis of Ger- 
man imperialism had not been shattered. In their blind 
hatred of the Soviet Union the monopolists of the victor- 
countries and notably the US finance magnates granted 
the German trusts huge loans and credits. In less than a 
decade German industry again took second place in the 
capitalist world. 

The relation of economic forces between the USA and 
Britain also underwent a substantial change. The war 
enriched the US monopolies. In 1925 US industry produced 
as much as Britain, France and Germany put together. In 
1929 US industrial output exceeded the 1913 level by 70 per 


Increasingly uneven 
development of the 
capitalist countries 

and changes 

in the relation of forces 
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imperialist camp 
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cent, while its British counterpart barely reached the pre- 
war level. 

As a result of the war Britain lost a large part of her 
capital investments abroad. New York usurped London’s 
place as the main financial centre of the capitalist world. 

The Second World War which was an upshot of the 
uneven development of capitalism further aggravated this 
unevenness. Three out of the six big imperialist powers— 
Germany, Japan and Italy—-suffered military defeat. France 
was considerably weakened. Britain suffered heavy losses. 
The US monopolies used this weakening of their West 
European competitors to seize the main raw material 
sources, sales markets and spheres of capital investment. 

The economic centre, and with it the political and mi- 
litary centre of imperialism, shifted from Europe to the 
USA. 

The relation of forces between the imperialist powers 
changed in favour of the USA to the detriment of the 
European capitalist countries. In 1943 the output of US 
industry exceeded the 1939 level 2.2 times. In the main 
West European capitalist countries, which had seriously 
suffered from the war, industrial output had shrunk con- 
siderably towards the end of the war. 

As a result the share of the USA in the sum total indus- 
trial output of the capitalist world grew considerably over 
the pre-war level. Later, however, the European capitalist 
countries not only regained their pre-war level but even 
topped it. This applied particularly to the defeated coun- 
tries—West Germany, Japan and Italy. The US share in 
the capitalist world industrial output fell from 53.9 per- 
cent in 1948 to 44.7 per cent in 1960; in exports, from 
33 per cent in 1947 to 17.5 per cent in 1964. As a result 
the USA was pushed back to approximately the same 
place it had held among the capitalist countries before 
the war. In recent years the roles of the various countries 
underwent a further change. US economic growth rates 
increased, while those of the West European countries and 
Japan dropped. 

American imperialism continues to be the principal 
economic, financial and military force in the imperialist 
camp. At the present time too the US economic potential is 
much higher than that of any other capitalist country. A 
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maze of acute imperialist contradictions have arisen out 
of this. 

The sharp narrowing of the sphere of imperialist 
domination has made the market problem extremely acute. 
Holding back the industrial development of the less devel- 
oped countries and intensifying the exploitation of the 
working people, imperialism is unable to solve this pro- 
blem. The capitalist countries are at each other’s throats 
for sales markets, spheres of profitable capital application 
and raw material sources. In the attempt to solve the 
market problem, the capitalist countries set up state 
monopoly organisations under the “integration” slogan. 

The European Economic Community (the Common 
Market) is such an organisation, This bloc was set up in 
1957 by the monopolies of six West European countries— 
the Federal Republic of Germany, France, Italy, Belgium, 
the Netherlands and Luxemburg. Lowering and then 
abolishing customs duties within the Common Market goes 
hand in hand with the setting up of high customs bar- 
riers for trade with countries outside the bloc. The crea- 
tion of the Common Market brings with it an increase in 
monopoly profits, greater oppression by the monopolies, 
a more intense exploitation of the working class, and 
accelerates the ruination of the bulk of the peasantry. The 
bosses of the Common Market strive jointly to exploit 
and fetter the less developed countries, especially the 
young African states, by neo-colonialist methods. 

These closed economic blocs are actually new forms of 
the redivision of the capitalist world market. They do not 
remove the contradictions between states; instead they are 
an arena where the participants fight it out. The growing 
instability of the capitalist economy and the intensification 
of the struggle between the monopolists tend to undermine 
the economic and political blocs of the imperialist states. 

The deepening of the general crisis 
Growing of capitalism intensifies the ex- 
exploitation of the ploitation and insecurity of the 
working masz working masses, notably of the 
working class. The arms race is financed mainly through 
the tax burden on the people’s shoulders. In all imperialist 
countries the cost of living is rising, the gap between the 
nominal and real wage is widening, the real incomes of 
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the mass of the working peasants are dropping. The main 
contradiction of capitalist society—the antagonism between 
labour and capital—is growing ever more acute. The real 
incomes of a considerable portion of the working people 
remain low even though there is a certain increase in 
nominal (monetary) wages. The increase in the nominal 
wages is more often than not eaten up by inflated prices, 
and the high cost of living. The benefit from the increase 
in labour productivity resulting from rapid technological 
progress is reaped wholly by the monopolies. In West 

Germany, for example, between 1950 and 1960, twenty 
million factory and office workers collected a total of 
46,500 million marks as wages, while the fifty biggest 
concerns netted a profit of 44,600 million marks. Between 
1952 and 1960 the incomes of Japanese capitalists rose by 
350 per cent, while total wages rose only by 120 per cent. 

During the Second World War scores of millions of 
people were enlisted in armies or engaged in the produc- 
tion of weapons. Unemployment was temporarily put by 
the board. In these conditions the defenders of the bour- 
geois system began to allege that capitalism could provide 
full employment. But these promises turned out to be 
nothing but eyewash. According to official statistics there 
are now no less than 7 million fully unemployed in the capi- 
talist countries. An enormous mass of people who work 
only part-time should be added to this figure. 

Capitalist economy is unable to use the productive 
forces rationally, and notably society’s main productive 
foree—the working class. Unemployment inevitably wors- 
ens the conditions of the broad mass of the working people. 

Bourgeois and revisionist attempts to dress up modern 
capitalism as a “welfare state”, are at odds with reality. 
In actual fact, modern capitalism is a world of glaring 
contrasts. Capitalism dooms millions of working people to 
insecurity and to all sorts of deprivations. 

Zatler a stubborn struggle, the working class of a number 
palin ene advanced capitalist countries has suc- 
ie a wresting certain social insurance benefits from 
kedi teose: In many countries, however, there is 
Pa ly ay social insurance, in others, none at all. Thus, 
aa the pension age is far above sixty, while the 

ge life-span of workers is below that age. In many 
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countries there is no social insurance for temporary dis- 
ablement. Apart from this a considerable part of social 
insurance expenditure is paid for by additional deductions 
from the workers’ wages. 

The working class of the capitalist 
countries counters worsening CON- 
ditions by intensifying the class 
struggle against its exploiters. 

The strike movement breaks out on an enormous scale. 
The number of strikes and strikers shot up after the 
Second World War. While 80.8 million workers came out in 
about 177,400 strikes between 1919 and 1939, between 1946 
and 1966 there were 222.6 million people in 247,400 strikes. 
During the past decade the number of strikers doubled and 
now hits a total of 55 to 57 million a year with many 
strikes growing into political ones. 

The workers are resorting to the time-tested strike in 
order to defend their economic interests and also to resist 
the anti-popular policy of the monopolies, rampant reaction 
and military preparations. 

As the class struggle in the capitalist countries intensi- 
fies the socio-economic and political demands of the work- 
ing class assume a wider scope. In a number of countries 
the working class demands ever more insistently that it be 
allowed to participate in the control over the activities of 
enterprises, that the key branches of economy be national- 
ised and the omnipotence of the monopolies restricted. 
The attack launched by the working class and the people 
in general on imperialist aggression, the threat of war 
posed by imperialist ventures, is drawing more and more 
support. The bourgeoisie attempts to counter this struggle 
by applying more and more cruel repressions. However, 
the organisation and cohesion of the working masses grows 
in spite of them. 

The anti-popular omnipotence of monopolies is becom- 
ing more and more apparent. The development of capital- 
ism and the growing proletarianisation of the working 
masses are concurrent processes. The mass of peasants and 
urban small producers are faced with the inexorable threat 
of ruination and pauperism. Formerly independent small 
industrial and trading enterprises become fully dependent 
on the monopolies. The monopolies’ grip is becoming more 


Intensification 
of the class struggle 
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and more difficult to bear by all sections of the people. 
The working masses are rallying around the working class. 
Overcoming the resistance of the monopolies, waging dif- 
ficult class battles, the proletariat wins over the bulk of 
the peasants and white-collar workers. The consolidation 
of the masses promotes their struggle for the revolutionary 
transformation of society along socialist lines. 

In the modern epoch, when the positions of imperialism 
have weakened and the relation of forces between social- 
ism and capitalism in the world is constantly changing in 
favour of socialism and to the detriment of capitalism, 
the significance of the struggle for democracy and against 
reaction has grown enormously. In the new historical 
conditions the struggle for democracy is an integral part 
of the struggle for socialism, and does not stave off the 
socialist revolution but draws it nearer. In many bourgeois 
countries the working class is able to ensure that measures 
be carried out which transcend ordinary reforms and are 
therefore crucial for the working class and for its further 
struggle for socialism even before capitalism has been 
overthrown. 

Fighting for democracy, against the omnipotence of 
monopolies the working class masses all progressive 
democratic forces in a powerful anti-monopoly front. In 
the interests of the majority of the people the working class 
fights against the preparations for a new world war, local 
wars and the onslaught of fascist reaction and upholds 
the use of the economy for peaceful purposes, for a nation- 
wide programme of peace, national independence democ- 
ratic rights and the raising of people’s living standard. The 
working class stands for extensive nationalisation in the 
people’s interests and for control to be exercised by 
parliament, the trade unions and other democratic and 


representative bodies over nationalised b 
$ ranches 
whole economic activity of the state. ee 


dee Thus, the general crisis of ca- 
REEE pitalism deepens as a result of the 
duomen system growth of the forces of socialism, 

the disintegration of the colonial 


system and the aggravation of i i i 
n e nee: the internal social contradic- 


T reied : 
he capitalist economy is growing increasingly unstable. 
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The contradictions of capitalism accumulate and set the 
stage for new upheavals. The conflict between society’s 
productive forces striving for progress and capitalist rela- 
tions of production rages and heralds the historical doom 
of the outmoded bourgeois system. 

The aggressive forces of imperialism look for a way out 
by preparing for a new world war. The main source of 
war danger is the aggressive course steered by US ruling 
circles conspiring for the world domination of the Amer- 
ican monopolies. 

This does not mean, however, that new war is inevitable. 
Imperialism no longer holds sway over the majority of 
mankind. The sphere of its domination is steadily shrink- 
ing. The relation of forces between the two systems—the 
socialist and the capitalist—is such that capitalism can no 
longer count on gaining the upper hand over socialism. In 
a number of key branches of science and technology so- 
cialism has already outstripped capitalism, giving the 
peace-loving peoples powerful material means with which 
to curb imperialist aggression. 

The peaceful policy of the Soviet Union and other so- 
cialist countries has the unanimous support of the vast 
majority of mankind. The consolidation of all forces fight- 
ing for peace is able to bridle the aggressive circles plan- 
ning a new war. The forces of peace with the socialist 
countries as their main stronghold have strength enough to 
force the imperialists to scrap their war plans and to make 
them adopt a policy of peaceful coexistence between the 
two systems. 

Capitalism has become a monstrous obstacle to human 
development. Ours is an age of rocketing productive forces 
and the unprecedented development of science and tech- 
nology. And if it has not yet put an end to the poverty 
of hundreds of millions of people nor created an abundance 
of material and spiritual wealth for the whole population 
of our planet, capitalism is to blame. The Programme of 
the CPSU points out that “the growing conflict between 
productive forces and production relations demands im- 
peratively that mankind should break the decayed capital- 
ist shell, release the powerful productive forces created by 
man and use them for the good of society as a whole”. 

This task is being solved by the socialist revolution. 
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REVISION QUESTIONS 


Why is imperialism the final stage of capitalism? 
What is the essence of state-monopoly capitalism and 
what is its role? 


. What are the distinctive features of the modern stage 


of the general crisis of capitalism? 


. How is the deepening of the contradictions of world 


capitalism manifested? 





SOCIALISM AND COMMUNISM 


Chapter IX 


THE PERIOD OF TRANSITION FROM CAPITALISM 
TO SOCIALISM 


1. THE NEED FOR A TRANSITION PERIOD 


It is said that capitalism emerges, 


Specifies Ti = 5 PAs 
of the emergence of the whereas socialism is built. This is 
socialist mode not a play of words, it is a plain 
of production fact 


In the preceding chapters we 
have seen how capitalism emerged. The first large capitalist 
enterprises, the manufactories, were set up in feudal times. 
Manufactories were built to make profits. Their owners 
did not even think of replacing the existing system by a 
new, a different one. This shows that capitalism emerges 
spontaneously, that it is not set up according to a conscious 
plan. Slavery and feudalism, the exploiting systems pre- 
ceding capitalism, also emerged spontaneously. 

The socialist mode of production is born in quite a dif- 
ferent way. The working class aims at replacing capitalism 
by socialism and communism. It realises this by the socialist 
revolution and the building of a new society. 

The socialist revolution is the most radical revolutionary 
upheaval in the history of mankind. It differs fundament- 
ally from all other revolutions. 

All previous revolutions replaced one form of private 
ownership of the means of production by another form of 
such ownership. The socialist revolution abolishes private 
ownership of the means of production and makes them 
socialist property. 

All previous revolutions substituted one form of exploita- 
tion for another. The socialist revolution abolishes all ex- 
ploitation of man by man. The emancipation of labour from 
the exploiters’ yoke, the destruction of the economic slavery 
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of the working masses, puts an end to the exploiting classes 
and to their parasitism and to contempt for labour and 
false moral values. 

No preceding revolution abolished the anarchy of social 
production. Only socialism introduces a planned organisa- 
tion of social production. The national economy based on 
public ownership develops according to plan. G 

There can be no socialism while the bourgeoisie con- 
trols the statė. This is because the means of production 
belong to the capitalists, while under socialism there must 
be public ownership of these means. The building of so- 
cialism begins only after state power passes from the 
hands of the bourgeoisie into those of the working class. 

The socialist revolution effects this transition. Having 
seized state power, the working class takes the means of 
production from the bourgeoisie and makes them public 
property. Only then are capitalist relations of production 
replaced by socialist relations of production. 

It is therefore clear, that unlike capitalism and all the 
preceding forms of society, socialism cannot emerge spon- 
taneously. It is set up by the conscious action of the po- 
pular masses, headed by the working class. For this reason 
the building of socialism can begin only after state power 
has passed from the bourgeoisie to the worknig class, 
which rallies the broadest sections of the working people 
around itself. 

The socialist transformation of so- 


Bolein EAn M ciety requires a revolutionary tran- 
dictatorship in the sition period. In different countries 


creation of a this period may have specific 
socialist economy features of its own and may vary 

in duration. But always and every- 
where the transition period begins with the triumph of the 
socialist revolution. 

The socialist revolution may take a variety of forms. 
In some conditions it takes the form of an armed uprising, 
in others it may win by peaceful means. But in all events 
the socialist revolution invariably leads to a transfer of 
the state power from the hands of the bourgeois minority 
to those of the working class, which is leading the broad 
masses, the bulk of the population. 

Between capitalist and communist society,” Marx said, 
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“lies the period of the revolutionary transformation of the 
one into the other. There corresponds to this also a po- 
litical transition period in which the state can be nothing 
but the revolutionary dictatorship of the proletariat.” 

Let us now establish why the state power must be held 
by the working class during the transition period. The 
working class is the only class in bourgeois society that 
is not connected with the private ownership of the means 
of production in any of its forms. Under capitalism the 
proletariat is deprived of that ownership. It is therefore 
able to head the transition from capitalism to socialism, 
a transition that brings about a complete break-away from 
private ownership and its replacement by public owner- 
ship. The working class is schooled by labour and struggle 
that tempers, consolidates and organises it. Marxism- 
Leninism, the proletariat’s world outlook, is the most ad- 
vanced scientific theory in that it discloses the laws of 
social development. The socialist transformation of society 
cannot be achieved without dictatorship of the working 
class. This does not mean, however, that the building of 
socialism is only the working class’s affair. 

In the course of the socialist reorganisation of society 
the working people as a whole realise that their vital in- 
terests coincide with those of the working class. This is 
instrumental in creating an invincible alliance between the 
working class and the non-proletarian working masses, 
first and foremost the peasantry, in the interests of the 
building of socialism and its further development towards 
communism. The alliance of the workers and peasants is 
the supreme principle of proletarian dictatorship. This al- 
liance, in which the leadership belongs to the working 
class, was an essential condition for socialism in our 
country to be built. The experience of all socialist revolu- 
tions shows that in every country that has broken away 
from capitalism and embarked on the socialist road of 
development, the alliance between the working class and 
the peasantry has been an essential element in the suc- 
cessful struggle for socialism. This is a special sort of al- 
liance for it aims not at maintaining class distinctions but 
eliminating them. f 

The dictatorship of the proletariat, the Programme of 
the CPSU says, is a dictatorship of the vast majority over 
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the minority; it is directed against the exploiters, the op- 
pression of peoples and nations and at the abolition of all 
exploitation of man by man. The proletarian dictatorship 
expresses not only the interests of the working class but 
also those of all working people; it is guided primarily not 
by violence, but by creation, building a new, socialist so- 
ciety and defending its achievements against the enemies 
of socialism. 

The dictatorship of the working class, led by the Marxist- 
Leninist party, heads the working masses and organises 
them to battle against the forces and traditions of the 
old society. Crushing the resistance of exploiters, 
defending the country against hostile action from outside, 
the proletarian dictatorship organises and heads the build- 
ing of a new, socialist economy. In the course of this econ- 
omic construction the old bourgeois relations of production 
are destroyed and new, socialist relations of production 
are created, The new productive forces needed for building 
and developing the socialist mode of production are created 
in the process of this construction. 

The Great October Socialist Revolution was mankind’s 
first step along the formerly unexplored road to socialism. 
The Soviet people were assigned the task of blazing the 
trail to socialism. Soviet power was the first form of state 
power under the triumphant dictatorship of the working 
class evolved by history. > 

After the Soviet Union had smashed fascism in the Second 
World War, people’s democratic revolutions, which paved 
the way for socialism, triumphed in a large group of 
European and Asian countries. 3 

Maintaining that all peoples would inevitably approach 
socialism, Lenin correctly foresaw that the transition to 
ee would differ from country to country, would be 

istinguished by certain specific features and that different 
forms of proletarian dictatorship would evolve. 

In addition to the Soviet form of the reorganisation of 
peoks along socialist lines there is now another form— 
peop x democracy—which has been comprehensively 

Ka y practice and has proved its worth. This form of 
ayia organisation is a development of the socialist re- 
ae ìon in modern historical conditions, which are 

aracterised by a weakening of imperialism and a change 
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in the relation of forces in favour of socialism. It is 
also a reflection of the historically evolved conditions in 
definite countries. 

The proletarian dictatorship is the 
The leading toleae main condition for the building of 
the Communist Party socialism, while the leading role of 
in socialist construction the Communist Party is an earnest 

of its success. 

The Communist Party is the vanguard of the working 
class and of all the working people armed with Marxist- 
Leninist theory. The leadership of the Communist Party 
guarantees that the proletarian dictatorship follows a 
correct, scientifically-based course in the solution of the 
complex tasks of socialist construction both in the transi- 
tion period and also during the subsequent development 
of socialist society along the road of communism. 

Consistently conducting a  class-oriented, proletarian 
policy, the Communst Party is closely linked with the non- 
Party popular masses. The leadership of the Communist 
Party ensures that the broad mass of the working people 
actively participate in the organisation of socialist economy. 

The strength of the Communist Party lies in its cohe- 
sion and in its devotion to the cause of the working class, 
the cause of socialism. The leadership by the Communist 
Party is essential to ensure a unity of will and action in 
the struggle against the enemies of socialism and in the 
building of socialist society. 

The experience of socialist construction in the Soviet 
Union and other countries has fully endorsed the Marxist- 
Leninist teaching on the decisive role of the Communist 
Party in the building and development of socialist society. 
Events have shown that only a party faithful to the re- 
volutionary ideas of Marxism-Leninsm is able to organ- 
ise the whole people and lead them onwards to the 
victory of socialism. 

Taking up the socialist transfor- 
mation of society the dictatorship 
of the working class first and fore- 
most socialises the basic means of 
production, belonging to the capital- 
ists and landowners. Taking over large-scale industry and 
iransport, the banks and foreign trade it assumes com- 


Socio-economic 
sectors and classes 
during the 
transition period 
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mand of the key positions in the economy. This inaugurates 
the socialist sector which assumes the leading position A 
the economy of the transition period. However, for some 
time it is not the only sector and not even the predominant 
one. 

In the first years of Soviet power, Lenin pointed out 
there were five different socio-economic sectors in Soviet 
economy: 

1) the patriarchal peasant economy; 

2) small-scale commodity production; 

3) private capitalism; 

4) state capitalism; 

a socialism. 

_The patriarchal peasant economy, the small 
households, conducted mainly a etaral tsaoniy, ee 
ducing their products mainly for personal consumption. 

Small-scale commodity production took in mainly the 
households of the middle peasants. They produced the bulk 
of the marketable grain. This sector included also self- 
employed artisans who did not employ wage labour. 

Private capitalism Was represented by the most nume- 
aire the exploiting classes, by the rich peasants, the 
eae fe by the owners of small industrial enterprises, 

z ployed hired labour, and by the merchants. 

_ State capitalism existed mainly in the form of conces- 
ee C ore to foreign capitalists and of enterprises, 
sil orest lots and land leased to foreigners. State ca- 
Pitalism did not take root in the Soviet Union and played 
ek a a role in the economy. va 
e soci: ist sector was represented by the factories 
ae nee means of Gonimunications, banks that 
a Big into the hands of the state and state farms. 
manne Si me a were also collective farms. For a 
the sea of OE a a 


In t i 
rona a European and Asian socialist countries the 
oe e transition period also has a multi-sectoral 
re. The number of : 


sectors and the i 

4 e importance of each 

ae ae the level of economic Eeeiopment and on the 
Y-matured features in the relevant country. 


The main i 
pensaire: an of social economy in the transition 
. 1sm, small commodity production and ca- 
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pitalism. To them correspond the main three class forces, 
namely, the working class, the peasantry and the bour- 
geoisie. Small commodity production is a hotbed of ca- 
pitalism and constantly evolves capitalist elements. 

During the transition period a struggle takes place be- 
tween the working class and the bourgeoisie. The working 
class strives to liberate the mass of the peasants from the 
influence of the bourgeoisie. It forms a firm, inviolable al- 
liance with the peasantry in the struggle against the bour- 
geoisie and capitalism and for the building of socialist 
society. 

The transition period is a period of struggle between 
vanquished, but as yet not destroyed capitalism and nas- 
cent, but at first still weak, socialism. This is a life and 
death struggle, for it decides “who will beat whom”. 

The historical experience of the Soviet Union and of 

other socialist countries shows that this struggle assumes 
different forms. However, the development of the multi- 
sectoral economy always ends in the victory of socialism in 
all economic branches. 
After the victory of the revolution 
and the take-over of the command- 
ing heights, the socialist state is 
faced by enormous tasks. Its chief problem is the trans- 
formation of the multi-sectoral economy of the transition 
period into the socialist system of economy. 

The economic policy the proletarian dictatorship pursues 
serves to solve this task. It embraces the sum total of eco- 
nomic measures taken by the socialist state, which is guided 
in its action by the economic laws of socialism. 

The deep scientific basis of the policies of the proleta- 
rian dictatorship for the whole period of the transition 
from capitalism to socialism was compiled by Lenin. 
Lenin’s plan for the building of socialist society embraces 
three basic links. These are the industrialisation of the 
country, the co-operation of farming and the cultural re- 
volution. These transformations create the material and 
technical basis of socialism and ensure the complete 
victory of socialist production relations in the whole 
economy. 

These main tasks in the transitional period face all count- 
ries embarking on the road to socialism. The magnitude 


Main tasks of the 
transition period 


207 








T S ee 


of each task and the concrete methods for its implementa- 
tion depend on historical features and on the level of 
each country’s development. 


2. LENIN’S PLAN FOR THE BUILDING OF SOCIALISM 
AND ITS IMPLEMENTATION 


Socialist On the eve of the October Revolu- 
industrialisation tion Lenin aimed at first achieving 
in the USSR political power and then, relying on 


it, overtaking and outstripping the 
advanced capitalist countries economically. Later, under 
Soviet power, this task came to be known as the main econ- 
omic task of the USSR. : 

To build socialism in the USSR it was essential first 
to do away with its technical and economic backwardness 
and to exceed the development of productive forces in the 
capitalist countries. A powerful socialist industry had there- 
fore to be set up and the country to be industrialised on 
socialist lines. Lenin emphasised that only a large-scale 
machine industry, able also to reorganise agriculture, 
could become the material basis of socialism. 

The development of the productive forces involves the 
expansion of the productive apparatus of all branches of 
the national economy, its improvement through the intro- 
duction of new up-to-date machinery. Up-to-date machines, 
lathes, tools, instruments are manufactured by the en- 
gineering industry. The development of engineering is 
therefore the decisive condition for the technical re-equip- 
ment of all the branches of the economy—of industry, agri- 
culture and transport. For this reason engineering is justly 
considered the backbone of industrialisation. 

There must be metal, fuel, electric power, chemical pro- 
ducts and building materials to produce machinery and 
equipment. This makes metallurgy, fuel extraction (coal, 
oil and gas), the chemical, power and building materials 
(cement, reinforced concrete, etc.) industries crucial. All 
these branches plus engineering comprise heavy industry. 
The growth of heavy industry serves as a basis for the 
successful development of agriculture, the steady increase 


in the output of consumer goods and the systematic rise 
in living standards. 
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Industrialisation is essential to ensure the economic in- 
dependence of a country and to strengthen its defence 
potential. The growth of large-scale industry is vital for 
the consolidation of the dictatorship of the working class, is 
an earnest of its triumph over capitalist elements, is neces- 
sary to strengthen the working class’s leadership of the 
millions of peasants. 

The course steered towards the socialist industrialisation 
of the country was the basis of the general line taken by 
the Communist Party, aimed at building socialist society 
in the USSR. 

The domestic and international situation made it essen- 
tial to carry out the socialist industrialisation of the USSR 
as quickly as possible. The then prevailing petty peasant 
economy in the country was a basis more suitable for 
capitalism than for communism. The alternative was either 
to put the whole economy including agriculture on a basis 
of advanced technology and to introduce large-scale ma- 
chine production, or to return to capitalism. Not only the 
triumph of socialism in the USSR but also the further in- 
dependence of the country depended on the high rate of 
industrialisation. 

The industrialisation of an enormous country in an his- 
torically short period involved many difficulties. The build- 
ing of large modern enterprises generally takes several 
years. During that time large funds have to be invested 
and it is only later that the new enterprises justify them- 
selves when they become operational. Industrialisation 
therefore makes it necessary to withdraw large material 
resources from the national economy for a lengthy period. 

The industrialisation of the USSR was carried out with- 
out any assistance from abroad, it had to rely exclusively 
on domestic savings and accumulations. Thanks to the 
Soviet system the country did not have to pay interest on 
loans to foreign and domestic usurers, the fruits of the 
labour of workers and peasants were not wasted on ca- 
pitalists, landowners, exploiter states, and material values 
were not destroyed by anarchy of production and crises. 
The Soviet Government initiated a consistent struggle for 
ise in labour productivity and a lowering of costs, the 
observance of a strict regime of economy in expenditure 
and a drive for labour discipline. The funds thus accu- 
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mulated were used by the Soviet Government for the in- 
dustrialisation of the country. 

The Soviet Union succeeded in building a large-scale 
machine industry even as a result of the first three five- 
year plans (1929-41). The Soviet Union attained the first 
place in Europe and the second in the world (after the 
USA) in industrial output. The country had become econ- 
omically independent of the capitalist countries. The de- 
fence potential of the Soviet Union had grown im- 
measurably. The industrialisation of the USSR was a major 
feat of the working class and the whole people, who spared 
neither efforts nor means and consciously made sacrifices 
to pull the country out of its backwardness. 

The socialist reorganisation of 


Socialist z i 

panien E TEEN ay agriculture must be achieved be- 
agriculture—the fore socialist society can be built. 
most difficult task After the seizure of power the 


after the working 
class seizes 
political power 


working class is inevitably faced 
with the task of solving the age-old 
peasant question. The peasantry is 
not homogeneous. At one end of the stick there are the 
poor peasants, the natural allies of the working class, on 
the other, the rural bourgeoisie, the kulaks. Middle 
peasants make up the bulk of the peasantry. 

Lenin maintained that the policy concerning the middle 
peasants to be conducted by the working class after smash- 
ing the bourgeoisie should distinguish between the two 
es in the mind of the peasant who is a worker and 
bec oak time a proprietor of the land he tills. Lenin 
ie nes at this distinction was the very essence of so- 


a iii of the working class is to draw the mass of 
ford s ee into socialist construction by trans- 
ei nae smal individual peasant farms into large-scale 
Hon ae vee enterprises. Only through an amalgama- 
bes Fane) Ane Sere farms into large collective farms 
Gane e to extract the roots of capitalism which con- 
We pale ee while there is small-scale production. For 
aondathet e peasants only this is able to open up the 

at is to lead them out of poverty and a miserable 


existence to high] i 
anal oe y productive labour and a prosperous 
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The socialist transformation of small scattered peasant 
farming is the most difficult task of the socialist revolu- 
tion after the seizure of power by the working class. The 
fate of socialism in the USSR hinged largely on the solu- 
tion of this vital question. The solution of this task is 
equally important to all other countries building socialism. 

The socialist transformation of agriculture is being car- 
ried out as planned by Lenin. Lenin’s co-operative plan 
is modelled on the following lines: the socialist state sets 
up a powerful industry which supplies agriculture with 
modern machinery. Gradually the peasants are instructed 
in the habits of collective labour—first through the organ- 
isation of the simplest forms of supply and marketing co- 
operatives. After all the necessary conditions have been 
prepared a transition is made from scattered individual 
farming to large socialist producer co-operatives—collective 
farms. The main condition for this transition is the leader- 
ship of the working class and the development of large-scale 
socialist industry able to re-equip agriculture technically. 

The socialist state organises large socialist farming enter- 
prises. It sets up state agricultural enterprises—in the USSR 
these are state farms, in other socialist countries—govern- 
ment farms, people’s estates. The state also helps to set 
up co-operative enterprises in agriculture: in the USSR 
these are collective farms, in other socialist countries pro- 
ducer co-operatives of various types. The socialist state 
gives them every possible material assistance. By example 
the peasant masses are convinced of the advantages of 
large-scale socialist production. 

Lenin wrote that the transfer of the peasants from in- 
dividual to collective farming should be voluntary, that 
they should assure themselves in practice of the advantages 
collective farming has over individual farming. The prin- 
ciple of voluntariness rejects all coercion with respect to 
the working peasantry and is one of the highest principles 
of transition to collective farming. The leading and or- 
ganisational role of the Communist Party and the socialist 
state combined with strict observance of the principle of 
voluntariness in uniting the peasants in collective farms 
is an earnest of success of the socialist reorganisation of 
agriculture. Lenin’s co-operative plan is a genuine solu- 
tion of the age-old peasant question. 
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In. the Soviet Union the first major successes of socialist 
industrialisation cleared the path for the transition to 
large-scale agricultural production. The countryside began 
to receive new equipment, including tractors, complex 
farming machinery, etc. A network of state farms and 
machine-and-tractor stations was organised. The state farms 
convincingly proved the advantages of large-scale mechan- 
ised production in agriculture. The state-owned machine- 
and-tractor stations were an important means of collectiy- 
ising agriculture and assisting the collective farms. 

Under the leadership of the Communist Party and 
with the all-out assistance of the working class, Soviet 
peasantry embarked on the road to socialism. Millions 
of small peasant farms united voluntarily in collective 
farms. 

The collectivisation of agriculture freed the countryside 
once and for all from kulak hegemony, class stratification, 
ruination and destitution. The division into poor and middle 
peasants disappeared in the collective farms. The country- 
side stopped supplying the town with hundreds of thous- 
ands of unfortunate people in search of work. This blocked 
one of the main channels swelling unemployment which 
by 1931 had been wiped out in the USSR. 

The socialist reorganisation of the countryside makes 
the social form of agriculture identical with that of in- 
dustry. 

One of the features of socialist agriculture is that it 
uses scientific achievements in the interests of the masses. 
The laws of agricultural science are followed more closely, 
correct crop rotation is introduced, the quality of seed and 
animal strains is improved. The greater mechanisation of 
agricultural work leads to the emergence of professions 
formerly unknown in the countryside, for example, of 
tractor and combine operators, mechanics and drivers, 
agronomists and animal specialists. 

With the triumph of socialist production relations in 
the countryside and with the progress in the technical 
re-equipment of crop and animal farming, and finally with 
the electrification of the countryside, agricultural labour 
draws closer to industrial labour. The farm products— 
wheat and cotton, milk and meat—embody not only the 
labour of the collective farmers but also the labour of 
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workers—tractor-builders, oilmen, chemists and railway- 
workers. 

The victory of socialism in the countryside tends to 

eliminate the age-old distinction between town and country 
and creates conditions for the further rapprochement of 
industry and agriculture. 
The socialist transformation of 
society presupposes not only the 
creation of large-scale machine 
industry and large-scale socialist production in agriculture 
but also a deep revolution in culture. 

The building of socialism requires that there be a cultural 
surge forward among the broad masses of the population. 
Large-scale socialist production, which is using the latest 
achievement of science and engineering, must have skilled 
workers, engineers and technicians. The rapid development 
of industry and agriculture and constant technical pro- 
gress in all branches of the economy are inconceivable 
without a high level of scientific development. 

The cultural revolution is instrumental in expanding the 
socialist economy and is economically crucial because it 
changes people, the main productive force of society. 

The cultural revolution means first and foremost the 
rapid eradication of ignorance, the legacy of capitalism. 
In a short time the general educational level of the po- 
pulation soars. Compulsory universal education is intro- 
duced, the level depending on the concrete conditions in 
each country. Closer links are established between school 
and everyday life, practice and production. 

The cultural revolution also means that the most 
favourable opportunities are created for the political, tech- 
nical and cultural education of the working masses. Mil- 
lions of workers and peasants systematically improve their 
knowledge, both general and special. This is achieved by 
the organisation of a wide network of extra-mural courses, 
schools for grown-ups, all sorts of cultural and educational 
institutions—lecture centres, libraries and clubs. 

Last but not least, the cultural revolution is responsible 
for the rapid growth of higher and secondary special educa- 
tion. The new intelligentsia, evolving from the working 
people, is closely linked with the mass of the workers and 
peasants and devotedly serves the cause of socialism. 


The cultural 
revolution 
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The implementation of the cultural revolution, the rise 
in the general educational, cultural and technical level of 
the people creates favourable conditions for drawing all 
the working people into active participation in the manage- 
ment of social life. The activity of the working class, peas- 
antry and intelligentsia develops and they begin to parti- 
cipate more widely in the management of enterprises, in- 
stitutions and the economy as a whole. 

The socialist transformation of society firmly establishes 
the dominance of the only scientific and advanced phi- 
losophy—Marxism-Leninism. This ideology is incom- 
patible with superstition and all sorts of obscurantism. 
Marxist-Leninist ideology is the key to massive, rapid scien- 
tific achievement, the revelation of all the secrets of nature 
and the successful harnessing of its inexhaustible forces. 

Socialism makes science flourish and allots it a greater 
role in social life. Socialist culture, genuinely popular in 
character, flourishes vigorously. All the peoples of the so- 
cialist countries participate in the development of the new 
culture national in form and socialist in content. 

As a result of the cultural revolution millions of people 
who had formerly been barred from education became 
active participants in cultural development. All the sources 
of culture and science are accessible to the working masses. 
Socialism gives the working masses material security, en- 
sures a steady growth of their living standard and shorter 
working hours. All this opens up unprecedented possibilities 
for the all-round development of society’s spiritual life, the 
flourishing of science, technology, the arts, and the efflo- 
rescence of the people’s talents and abilities. 

Thus, the socialist transformation of society tends to 
eliminate the distinction between physical and mental 
labour. Socialism creates the conditions that are needed 
steadily to diminish the distinctions between them. 


The experience of the Soviet Union 
Generar bys and and other socialist countries de- 
building of = monstrates that the building of so- 
socialist economy aa cialist economy is based on general 
different countries regularities which apply in all 
countries. First among them is the 
olution in one form or another. It 


need for a socialist rey 
leads to the transition of state power into the hands of 
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the working class, which leads the mass of the people, 
the bulk of the population. The socialist state is the main 
instrument for the socialist transformation of society and 
for the building of socialist economy. It organises and con- 
solidates the masses, effects the planned leadership of eco- 
nomic and cultural development and safeguards the peo- 
ple’s revolutionary gains. In the socialist state the working 
class fulfils its historical mission of building the new so- 
ciety in close alliance with the non-proletarian working 
masses, notably with the peasantry. 

The building of socialist economy presupposes the im- 
plementation of fundamental socio-economic reforms. the 
nationalisation of the basic means of production, the aboli- 
tion of all exploitation, the replacement of anarchic pro- 
duction for the sake of capitalist profits by planned pro- 
duction designed to satisfy the needs of society and of 
its every member. The transition from capitalism to so- 
cialism ensures a rapid development of the productive 
forces and higher economic growth rates as compared with 
the country’s capitalist past. 

In applying the general principles of the building of so- 
cialist economy the Marxist-Leninist parties take into ac- 
count the concrete features prevailing in each country. The 
conditions depending on the country’s historical develop- 
ment and its political and economic structure, the class 
composition of the population and the relation of the class 
forces—all this determines the forms taken by the socialist 
revolution, the dictatorship of the proletariat, the methods 
by which the main socialist reforms are carried out. 
Natural conditions also exercise an influence on the nature 
and direction of the development of the productive forces, 
promote the establishment and growth of definite branches 
of production. 


3. TRIUMPH OF SOCIALISM IN THE USSR 


Undivided rule 
of the socialist 
system of economy 


The socialist industrialisation, the 
collectivisation of farming and the 
cultural revolution bring about 
radical changes in the multi-sectoral 
economy of the transition period and the establishment 
of socialist economy. 
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The rapid growth of the productive forces leads to the 
creation of the material and technical basis of socialism 
and simultaneously the production relations undergo fun- 
damental changes. The socialist sector grows bigger and 
stronger. The small commodity sector is reorganised 
along socialist lines. Capitalist elements are systematically 
ousted and then eliminated completely. These processes 
lead to the complete victory of socialism in the whole econ- 
omy and to the undivided rule of the socialist system in all 
the economic spheres. 

The building of socialist society eliminates the dom- 
inance of private property once and for all, does away 
with this source splitting society into hostile classes. So- 
cialist ownership of the means of production becomes the 
unshakeable economic basis of society. 

Socialism solves the greatest social problem—it does 
away with the exploiting classes and with the causes giving 
rise to exploitation of man by man. The enemies of the 
working class slander the socialist revolution alleging that 
it destroys the non-working classes physically. In actual 
fact the socialist reorganisation of society eliminates the 
exploiting classes only in the economic sense for it destroys 
the conditions under which some classes are able to live 
at the expense of other classes. The bulk of the people 
who formerly belonged to the non-working classes join in 
the labour activities of society. 

The building up of socialism signifies the establishment 
of the broadest democracy. Socialist democracy includes 
political freedoms and social rights: the freedom of speech 
and of the press, the right of assembly, to elect and be 
elected, the right to work, rest and leisure, education, so- 
cial security in old age and in the event of illness and 
incapacity. Socialism means equal rights for all citizens, 
irrespective of race or nationality, equal rights for women 
and men in all spheres of state, economic and cultural life. 
As distinct from bourgeois democracy, socialist democracy 
not only declares the rights of the people but also ensures 
the conditions for their implementation. 
pee society ensures the genuine freedom of the in- 

vidual. The highest manifestation of this freedom is the 


liberation of man from exploitation, the establishment of 
social justice, 
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Socialist society was built for the first time in history 
in the Soviet Union. The multi-sectoral economy of the 
transition period gave way to socialist economy. The ques- 
tion of “who will beat whom” had been solved in 
favour of socialism. Having completed the building of 
socialism the Soviet Union began to develop further in the 
direction of communism. 

In the Soviet Union the tasks of the transition period 

from capitalism to socialism were fulfilled within appro- 
ximately two decades. It takes the People’s Democracies 
which rely on the help from the Soviet Union and on the 
mutual assistance within the world socialist system even 
less time to implement these tasks. 
The victory of socialism leads to 
radical changes in the class struc- 
ture of society. As a result of the 
elimination of the exploiting classes 
socialist society consists of two friendly classes—the 
working class and the peasantry. The intelligentsia works 
hand in hand with the working class and the peasantry 
in socialist society. At the same time the character of the 
working class, peasantry and intelligentsia has changed 
profoundly. 

Under socialism the working class is no longer deprived 
of the means of production. This class plays the leading 
role in society. The life and labour of the peasants is no 
longer based on petty individual farming and backward 
equipment but on collective labour, collective ownership 
of the means of production and on up-to-date equipment. 

The fundamental distinction between the working class 
and the peasantry has been eliminated since the socialist 
economy has become the source of subsistence for both 
classes. The common nature of the two forms of socialist 
property draws the working class and the collective farm- 
ers together, strengthens their alliance and makes their 
friendship invincible. 

There has also been a fundamental change in the 
composition of the intelligentsia and in the nature of 
its activities. Its vast majority consists of people of 
working-class or peasant origin. The socialist intelligentsia 
is closely linked with the people and serves the cause 
of socialism. Together with the workers and peasants it 


Radical changes 
in the class structure 
of society 
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actively participates in the building of socialism and 
communism. 

The distinctions between the working class and the 
peasantry and also those between these two classes and 
the intelligentsia fade in socialist society. Their working 
and living conditions gradually begin to resemble each 
other. The community of fundamental interests has esta- 
blished an invincible socio-political and ideological unity 
of the people. 

The triumph of socialism puts an end to all the social 
oppression and enslayement there is under capitalism in- 
cluding, of course, national oppression and the inequality 
of women. 

Socialism not only proclaims the equality of nations but 
also creates the economic conditions to ensure this equality. 
All racial and national discrimination has been abolished 
in socialist society. The backward borderlands, inhabited 
by the formerly oppressed nations, reach within a short 
time the economic level of the more advanced parts of 
the country. 

Socialism frees women of all limitations in their rights 
and offers them equal opportunities with men. Women, 
who under capitalism are paid less than men, receive the 
same wages as men under socialism. 

Even during the first stages of so- 

Potion cig bing cialist construction Lenin said that 

socialism in the USSR the Soviet country had everything 

et, required for building a complete 

socialist society. The Communist Party, implementing 

Lenin’s plan of socialist construction, led the Soviet people 
onto socialism’s complete victory. 

But, having achieved the full victory of socialism, the 
Soviet people could not consider this victory complete 
until the Soviet Union remained the only socialist country 
in the world. It was encircled by capitalist countries which 
were superior to it economically and militarily. Under these 
conditions the Soviet people could not consider that they 
were fully safeguarded against military intervention and a 
fezceml restoration of capitalism by world imperialism. 
anne ge world situation has changed radically. There 1s 

eadily growing world socialist system. Now we no 
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longer speak about the capitalist encirclement of our 
country. Of course, like any other socialist country, the 
Soviet Union is not guaranteed against the possibility of 
aggression from the imperialist countries. But the relation 
of the forces in the world today is such that the Soviet 
Union, and all socialist countries are able to repulse the 
attack of any enemy. There are no forces in the world that 
could restore capitalism in our country or could crush the 
community of socialist countries. 

This means that socialism has triumphed fully and ir- 

revocably. 
While the Soviet Union was the 
only socialist country in the world 
there was only one country with 
a socialist economy, but the spread 
of socialism beyond the limits of 
the Soviet Union and the establish- 
ment of socialist economy in several countries made it a 
world system. The formation of the world socialist system 
is the main result of society’s progressive development in 
the present epoch. 

Within the framework of the world socialist system the 
socio-economic possibilities for a restitution of capitalism 
have been abolished not only in the Soviet Union but also 
in other socialist countries. In the People’s Democracies 
firm foundations have been laid for the building of so- 
cialist society, and most of them are completing the build- 
ing of these foundations. In all socialist countries far- 
reaching socio-economic reforms have been carried out 
which have brought profound changes in the class structure 
of society. The bulk of the population has firmly placed 
its trust in the socialist system. 

As regards the danger of an attack from without, the 
existence of the world socialist community of countries, 
their unity and solidarity are a reliable defence against 
any imperialist aggression. Owing to the change in the 
relation of forces between socialism and capitalism in 
favour of socialism and to the detriment of capitalism, 
all aggressive ventures of imperialism with respect to 
any country of the world socialist system must end in 
failure. 


The stability 

of the socialist 
achievements within 
the world 

socialist system 
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REVISION QUESTIONS 


. Why is a transition period from capitalism to socialism 
necessary? 

. What are the main forms of social economy in the 
transition period? 

. What is the role of the proletarian dictatorship in the 
pbuilding of socialist society? 

_ What is the essence of Lenin’s plan for the building of 
socialism and how is it implemented in the Soviet 
Union? 


Chapter X 
SOCIALIST ECONOMIC SYSTEM 


1. PUBLIC OWNERSHIP OF THE MEANS OF PRODUCTION. 
THE NATURE OF LABOUR UNDER SOCIALISM 


Pape Every mode of production has a 
Se y specific form of ownership of the 
gpolalist pro paa means of production. Public owner- 
ship of the means of production rules undividedly under 
socialism. $ 

The public ownership of the means of production be- 
comes dominant as a result of the abolition of the private 
ownership of the means of production. The socialist revolu- 
tion adopts a different approach to two types of private 
property: the private property of the capitalists and land- 
owners, which serves as a basis for the exploitation of the 
proletariat and the peasantry and that of small producers, 
notably of the peasants, which serves as the basis of small 
commodity production and is based on their personal 
labour. Therefore, the public ownership of the means of 
production emerges in two different ways. 

The socialist state carries out the expropriation of the 
expropriators forecast by the founders of scientific com- 
munism. It confiscates the land of the landowners, the 
factories, railways and banks of the capitalists and makes 
them national wealth. Depending on the concrete condi- 
tions in each individual country in which the revolution 
proceeds, the socialist state either confiscates the property 
of the capitalists and landowners without compensation 
or pays them some sort of compensation. This is generally 
carried out in a comparatively short time. 

The socialist state adopts quite a different approach 
with respect to the property of the small farmers—it trans- 
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forms scattered small-scale production in agriculture into 
aggregated large-scale socialist production. The socialist 
property of producer collectives, collective farms, forms 
through the voluntary union of peasant farms and the 
socialisation of their means of production. The carrying 
out of this task takes a longer time. 

As a result of the two ways in 
which socialist property emerges, 
there are two forms of this prop- 


Two forms of public, 
socialist property 


erty in socialist society. 

This is, first and foremost, state property, belonging to 
the people as a whole, and secondly, co-operative and col- 
lective farm property. According to the Constitution in the 
Soviet Union state property, i.e., the property of the whole 
people, comprises the land and all the wealth therein, the 
water, forests, factories, mines, railway, water and air 
transport, banks, communications, state farms, public 
services and the main housing facilities in towns and in- 
dustrial centres. Co-operative and collective farm property 
includes commonly-owned enterprises in collective farms 
and co-operative organisations with their live and dead 
stock, the output of collective farms and co-operative or- 
ganisations and also their public buildings. 

„Both forms are variants of public, socialist property. The 
differences between them are determined by the difference 
in the paths they travelled toward their formation, by the 
specific way in which the workers and the collective farm- 
ers advance toward socialism and communism. 

State property is the property of the whole people as 
represented by the socialist state. Co-operative and collect- 
ive farm property is the property of groups of working 
people. In state enterprises all the means of production are 
socialised. In collective farms—which are artels as re- 
gards their organisational form—only the main, decisive 
means of production are socialised: the joint production is 
conducted on land which is owned by the state and is given 
to the collective farmers for use in perpetuity. Production 
is carried on with tractors and other equipment belonging 
to the collective farm, which owns also the bulk of the 
pa on the farm. At the same time some means of pro- 
oe ion (productive cattle to the extent stipulated in the 

ules of Agricultural Artel, the implements needed by the 
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collective farmers to cultivate their individual subsidiary 
plots) remain the personal property of the collective 
farmers. 

Thus, the difference between the two forms of socialist 
property is mainly a difference in the degree to which 
the means of production are socialised. 

State property which is the property of the whole people 
plays the leading role in the economy. Co-operative and 
collective farm property can emerge only when state prop- 
erty has become predominant. Both forms of socialised, 
socialist property develop in close interaction. 

Collective farm property is not immutable. As a result 

of progressive development it changed as compared with 
the initial collectivisation period, both in quantitative and 
in qualitative respects. At the close of the twenties and in 
the early thirties collective farm property was the simple 
sum of the socialised means of production of the peasant 
households—horses, ploughs, hoes, etc. The gradual de- 
velopment of the collective farms’ commonly-owned econ- 
omy enlarged their property enormously. It multiplied 
through collective labour of the farmers with the active 
participation of the working class and the whole Soviet 
people, and now has a huge arsenal of modern, highly- 
productive means of production at its disposal. 
The presence of two forms of 
socialist property determines the 
existence of two types of socialist 
enterprises. These are, first, state enterprises: factories, 
mines, railways, state farms, trading enterprises, banks 
and communal enterprises, and secondly, the enterprises 
which represent collective farm and co-operative property: 
collective farms, producer artels and consumer Co- 
operatives, chief among which are the collective farms. 

Collective farms and state enterprises belong to the same 
type since both are socialist forms of economy. Yet, there 
are certain distinctions between the two. These are 
distinctions as regards the management of enterprises, the 
disposal of the finished product and the different method 
by which workers and collective farmers receive their 
incomes. : 

In state enterprises the manager is appointed by the 
state, he is vested with authority by it and is responsible 


Two types 
of socialist enterprises 
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to it for the fulfilment of plans. In the collective farm 
the supreme body of management is the general meeting 
of the collective farmers which elects the board and the 
chairman of the collective farm. 

The output of state enterprises belongs fully to the state. 
It is sold at prices fixed by the state. The output of a 
collective farm remains the property of that collective farm. 
Having fulfilled their obligations to the state as regards 
the sale to it of the amount and variety of output provided 
in the plan, the collective farms dispose of the rest as they 
please, setting up funds in accordance with the decisions 
of the general meeting of the collective farmers, selling 
part of it on the market, etc. 

Workers and collective farmers are paid in accordance 
with the quantity and quality of their labour. But the re- 
muneration of factory and office workers comes out of 
the wage fund of the state, while that of the collective 
farmers comes from the income of their collective farm. 
As distinct from the worker, the collective farmer receives 
his wages not only in money but also in kind—part of the 
output of his collective farm. 

The collective farmer is entitled to an individual subsi- 
diary plot, productive cattle, fowl and minor farming im- 
plements. The plot serves as an auxiliary source for satis- 
fying the personal requirements of the artel members for 
vegetables, milk, etc. The size of the individual subsidiary 
plot and the number of cattle are limited by the Rules of 
the Agricultural Artels. 

The collective farmer is allowed to sell on the market 
the products from the commonly-owned sector he receives 
as pay in kind and also the products from his subsidiary 
plot. These sales are not a source of capitalist accumula- 
tion: the proceeds cannot be used for the purchase of means 
of production with which to exploit other people’s labour, 
they can only be used to satisfy the personal requirements 
of the collective farmer. 

While there are distinctions between state enterprises 
and collective farms, both are socialist enterprises and 
this is of decisive importance. The means of production 
are socialised in both. This precludes any exploitation 
of man by man. Labour is collective and is paid for 
in accordance with its quantity and quality. The aim of 
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production is to satisfy the requirements of the members 
of society. 

The setting up and consolidation of the collective farm 
system is one of the Soviet people’s greatest achievements. 
The collective farm system fully corresponds to the level 
and to the requirements of the development of the pro- 
ductive forces in the countryside. If the management is 
efficient it ensures the effective application of powerful 
equipment and of scientific achievements, as well as the 
rational employment of labour resources. The agricultural 
artel harmoniously combines the personal interests of its 
members with social, public interests. “By virtue of the 
social form of its economy—its organisational structure, 
and its democratic groundwork—which will develop more 
and more,” says the Programme of the CPSU, “the col- 
lective farm ensures that production is run by the collective 
farm members themselves, that their creative initiative is 
enhanced and that the collective farmers are educated in 
the communist spirit.” 

The strongest point of the collective farm is its demo- 
cratic organisation, which ensures the wide participation 
of the collective farmers in the artel’s affairs. The pro- 
foundly democratic nature of the collective farm tends tc 
develop mass initiative aimed at boosting production. The 
collective farm is a school of communism for the peasantry. 
Its task is to develop the creative initiative and enterprise 
of the collective farmers, to strengthen democracy in them. 
In socialist society not only the 
means of production but also the 
products of labour are public prop- 
erty. However, the part of the social product being 
distributed among the members of society—the consumer 
articles—become their personal property. 

Socialism does not belittle the human personality nor 
personal requirements and does not equalise people in 
poverty as its enemies assert. On the contrary, for the first 
time in history, it creates the conditions for the all-round 
satisfaction of the working people’s diverse requirements. 
Collective labour and the public ownership of the means 
of production are instrumental in raising the material wel- 
fare of the working people and in fostering culture, which 
has now been placed within their reach. 


Personal property 
under socialism 
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While socialist society safeguards and defends the 
people’s earned incomes, it does not tolerate people who at- 
tempt to live at the expense of other people’s labour, 
The means of production are the 
joint property of socialist society, 
which consists of the labouring 
people in town and country. In 
socialist society there is not and cannot exist a slate of 
affairs in which any class is deprived of means of produc- 
tion. Socialism therefore ensures the equality of all workers 
with respect to the means of production. The equality of 
the working people with respect to the means of produc- 
tion means that they have equal rights to work with these 
publicly owned means and that they are recompensed for 
their work in accordance with the socialist principle, in 
accordance with the quantity and quality of the labour ex- 
pended by each worker. Exploitation of man by man is 
impossible because the means of production cannot be 
made private property. 

The above clearly shows that under socialism means of 
production are not capital, i.e., not a means of exploitation. 
We speak and write about capital investments, capital con- 
struction, etc., but this does not mean capital in the politico- 
economic sense, i.e., is not applied to means of production, 
which serve as a means of exploitation. Under capital in- 
vestments we understand the utilisation of the accumulated 
eae Ae a e o Expansion of enterprises, the 
ENA g, ads, etc., i.e., for an increase in 

The bourgeoisie and its defenders maintain that private 
property is the foundation of personal freedom. But under 
capitalism the majority of the population has no property 
and to them the capitalist ownership of the means of pro- 
dueton means not freedom but enslavement. Even to small 
pi ucers property is a chain fettering them to monopoly 
the fis, os Conversely, to big capital private property gives 

reedom to exploit the mass of the ki 
profit from their labour. Th i see 
Sudkal sie whole dee E e e enience of the Soviet Union 
Gewicht ee ocialist system demonstrates that 
pats che F rip public property that frees man from 
amiigetoncthe a e and provides every opport- 
indered development of the individual. 


Equality of workers 
with respect to the 
means of production 
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Fundamental changesin For production to be carried out 
the position of the working under any social system, there 
people in production ef 

must be two elements: labour 

power and means of production. 
It is also necessary that these two elements be wedded. The 
way in which they interact differs in the different societies. 
For centuries the means of production belonged to the 
exploiting classes and opposed the working people as a 
foreign and hostile force. The worker employed in a 
capitalist factory sees that the machinery, raw materials, 
and finished output belong not to him but to the capitalist. 
The capitalist derives all the benefits from production. 

The replacement of private by public ownership of the 
means of production fundamentally changes the way in 
which labour power interacts with the means of produc- 
tion. It now rests on a new and higher basis, which is 
large-scale production based on public ownership of the 
means of production, applying the achievements of modern 
science and technology, and united on a social scale. 

The changes in social life under socialism have fun- 
damentally altered the position labour holds in society 
and the attitude of people towards it. In socialist society 
labour is not a heavy yoke to be borne and endured. It 
has become free labour, all the fruits of which are reaped 
by the society of free working people. 

This, naturally teaches people to regard work as a prime 
duty to society. “The awareness that they work for them- 
selves,” the Programme of the CPSU notes, “and their 
society and not for exploiters inspires the working people 
with labour enthusiasm; it encourages their effort for in- 
novation, their creative initiative, and mass socialist emula- 
tion. Socialism is creative effort by the working masses. 
The growing activity of the people in the building of a new 
life is a law of the socialist epoch.” 

Public ownership of the means of 
Socialist production production gives rise to a new type 
relations and their of production relations, which are 
zole inthe a eee superior to those of capitalism. In 
productive tasted © socialist production relations there 

is no exploitation of man by man. 
These are relations of equal and free members of society, 
relations of mutual assistance and friendly competition in 
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joint labour. They are truly humane relations differing en- 
tirely from the relations of exploitation and ruthless com- 
petition under capitalism. 

The socialist revolution removes the contradiction be- 
tween the productive forces and the relations of produc- 
tion prevailing under capitalism by establishing public 
ownership of the means of production. We said above that 
the main contradiction of capitalism is the contradiction 
between the social nature of production and the private 
capitalist form of appropriation. This contradiction cannot 
be removed until capitalism continues to exist. It is 
abolished only under socialism—the society that establishes 
the public ownership of the means of production that cor- 
responds to social production. 

Socialist production relations provide an enormous scope 
for the development of the productive forces. This refers 
notably to the main productive force of society—to the 
working masses. The liberation from exploitation makes 
the working people feel responsible about production. Those 
who create all material and spiritual wealth are vitally in- 
terested in the successes and the flourishing development 
of the socialist economy. 

Everything hampering the full development of the 
creative activity and energy, talents and abilities of the 
broad mass of the working people has been removed. 

Socialist production relations make it possible for the 
first time in history to utilise all productive resources of 
society, both the material and human resources. in the 
most expedient and rational way. The anarchy of produc- 
tion has been abolished and society is able to ensure the 
planned and proportional development of the economy. 
Socialism is free of such ulcers of capitalism as devastating 
economic crises of overproduction, unemployment, des- 
tructive competition. A steady and rapid growth of produc- 
tion and a rational distribution of the productive forces 
are typical of socialism. 

Socialism creates conditions which ensure that the pro- 
Boe se forces grow quicker than they did under capitalism. 

clears the way for the rapid development of technology 
and accelerated technological progress, creates the condi- 
tions for a much quicker rise in labour productivity. The 
production growth rates in all the countries of the world 
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socialist system exceed the production growth rates in 
the capitalist countries. 

Yet, there are also internal contradictions under social- 
ism. The nature of these contradictions differs from the 
nature of the contradictions in any other form of society. 

Lenin pointed out that while contradictions remained 
under communism, antagonisms would disappear. An an- 
tagonism is an irreconcilable contradiction, one that can 
be solved only by a revolution. Such is the antagonism 
between the productive forces and the relations of produc- 
tion in bourgeois society, which is destroyed only by a 
revolutionary elimination of capitalist production relations. 
Such is the antagonism between the bourgeoisie and the 
proletariat, which disappears only as a result of the revolu- 
tion which overthrows the rule of the bourgeoisie and does 
away with the exploiting classes. 

The internal contradictions of socialist society are of 

quite a different nature. These contradictions do not have 
an antagonistic nature. They are solved in the course of 
the successful work of developing and consolidating the 
productive forces and production relations, in the course 
of the advance of socialist society to the highest phase of 
communism. 
Under socialism progressive social development proceeds 
through the emergence, development and solution of con- 
radictions. But this development through contradic- 
ions does not have a destructive effect on the productive 
orces. On the contrary it results in the rapid and power- 
ul growth of these forces. 

Under socialist production relations the steady satisfac- 
ion of the growing requirements of society as a whole 
and of its every member is a powerful driving force in 
the development of production. The ensuing growth in 
requirements in turn calls for a further increase in the 
scale of production, for a further growth of society’s pro- 
ductive forces. In this way the production relations of 
socialism stimulate the rapid growth of the productive 
forces. 

The advantages of the socialist economic system cannot 
be realised spontaneously, automatically. They are realised 
through the purposeful activity of the builders of socialism 
and communism, in the struggle between the new and the 
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old, by surmounting newly-arising economic difficulties 
and residua of capitalism in the various fields of social life 


Every social system ias i 

š f a s a its 
Materiak material and technical basis. The 
EAN material and technical basis of this 


$ or that society embraces first and 
foremost its productive apparatus. This is the total tech- 
nical — equipment provided to labour. This includes 
machinery, plant, instruments, production structures, ete 
The level of the productive apparatus is indissolubly bound 
with the level of the human labour force, and also with 
a definite system of production relations. A major role in 
the creation and development of society’s material and 
technical basis is played by the production of objects of 
labour—raw and other materials, fuel and power. 

Marx defined the material basis of capitalism as large- 
scale machine industry based on hired labour. In other 
words, _the material basis of capitalism is machine 
production operating under the domination of capitalist 
production relations and developing according to the eco- 
nomic laws of capitalism. 4 

ne the overthrow of capitalism the creation and de- 
RN of the material and technical basis of socialism 
p mes the most important task in the building of the 
ee society. The material and technical basis of socialism 
i ee Machine production in industry, agriculture, 
is ae caeebert and the other sectors of the economy. 
Aes le: s, the material and technical basis of social- 
men Sem seve machine production operating 
Pee eas a of socialist production relations and 

or § according to the economic laws of socialism. 

e material and technical basis of socialism grows 


and improves it i . 
2 pe ee turns into the material and technical basis 


The pre isi . 
Ei prerequisites for the creation of the material and 


oie oe spa emerge under capitalism, which 
tar fecal feces machine industry. But the material 
ea ae asis of Socialism itself is created after the 
Santer “Le aR revolution. It is the result of the 
E E aa : isation of the country, of the collectivis- 

sriculture and its technical re-equipment, and 
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also of the cultural revolution which is of enormous im- 
portance to the development of material production. 

The experience of all socialist countries confirms that 
the creation of the material and technical basis of social- 
ism in the form of a modern large-scale machine industry, 
capable also of transforming agriculture, is the main con- 
dition for building socialist society. 

The material and technical basis of socialism was created 
in the Soviet Union during the five-year plans for the 
country’s economic development. The first five-year plan, 
adopted by the 15th Party Congress, mapped out a pro- 
gramme covering the period from 1928 to 1932. It was 
followed by the second (1933-37) and the third, which 
was interrupted in 1941 by Germany’s invasion of the 
Soviet Union. 

Eyen the initial five-year plans proved enormously suc- 
cessful in the creation of the material and technical basis 
of socialism. At the beginning of the first five-year plan, 
in 1928, the Soviet Union produced 5,000 million kwh of 
electric power, 4.3 million tons of steel, 11.6 million tons 
of oil, 300 million cubic metres of gas, 35.5 million tons of 
coal, 1.8 million tons of cement, 2,000 metal-cutting lathes, 
800 motor cars, 1,300 tractors, 0.14 million tons of mineral 
fertilisers (in conventional units). 

On the eve of the war, in 1940, the Soviet Union pro- 
duced 48,300 million kwh of electric power, 18.3 million 
tons of steel, 31.1 million tons of oil, 3,400 million cubic 
metres of gas, 166 million tons of coal, 58,400 metal-cutting 
lathes, 145,000 motor cars, 31,600 tractors, 3.2 million tons 
of mineral fertilisers (in conventional units). 

The war against Germany inflicted enormous losses. 
More than 20 million lives were lost and about 30 per 
cent of the national wealth was destroyed. On a large 
part of the European territory of the USSR thousands of 
towns and villages, tens of thousands of factories, mines, 
collective farms, state farms, schools, and houses lay in 
ruins. 

But the Soviet people rehabilitated the war-devastated 
economy in an extremely short time and rapidly advanced 
the entire country’s economy. During the post-war five- 
year plans—the fourth, fifth, sixth—and the seven-year plan 
(1959-65) the material and technical basis of socialism ex- 
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panded and consolidated, the economic potential of the 
country grew enormously and the production of the basie 
types of industrial output soared. In 1965 the Soviet Union 
produced 507,000 million kwh of electric power, 91 million 
tons of steels, 243 million tons of oil, 129,000 million cubic 
metres of gas, 578 million tons of coal, 72.4 million tons 
of cement, 185,000 metal-cutting lathes, 616,000 motor 
cars, 355,000 tractors, 31.3 million tons of mineral fertilisers 
(in conventional units). 

Thus, the output of electric power had during the five- 
year plan Periods grown 101 times, steel and oil produc- 
tion—21 times, coal mining—16 times, cement—39 times, 
the output of metal-cutting lathes—93 times. There was 
also an appreciable imcrease in the output of consumer 
goods: textiles—3 times, leather footwear—8.4 times, 
granulated sugar—7 times. The average yearly volume of 
agricultural production increased by almost 2.5 times. 
Socialism accelerates technological 
progress. Under capitalism new 
eee a may not be introduced 
7 even if the employment of this 
equipment would save social labour. It is introduced only 
when this results in a saving of production costs to the 
io. MY ie Le that the introduction of equip- 

u e profitable for societ hole = 
ee for the capitalist. alana 

n the socialist economic system i is i 

ne E 
troduced whenever it is profitabl t 4 it and v — 
bi oot aie e to society and when it 
pati ‘ac itates labour. The wide utilisation of new 
pipe =a Socialism lightens the labour of workers, 
brs Ae ing hours and multiplies the social wealth. 

echnological progress leads to STOW i 
proada ai vee a growth in labour 
pee y, which in turn steadily advances the living 

andard of the people. Under sociali yorki 
PAo Aberet 1 ocialism all the working 
F erefore vitally interested in improving techno- 
ogy. They participate actively i the w 5 i 
technological] progress and ee le 
isation of production. es mest in the orga 


D F es 
Pee pre Sa en society is able to use any 
Peas p: it pleases? Of course not. The mass 


nt that can be put i ; 
level of 3 put into action depends on the 
of social wealth. The Possibilities for technological 


Technological 
progress 
in socialist society 
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progress depend on the scale of production, the level of 
development of science and engineering, the funds society 
can afford to use for extended reproduction. 

At the present level of social wealth the further growth 
rate depends largely on a rational utilisation of the ma- 
terial and labour resources, The rate at which the pro- 
ductive forces develop depends on most expedient capital 
investment channelling, the effectiveness of social produc- 
tion. The capacity for quick production growth rates in- 
herent in the socialist economy is not realised automatically 
but through a perpetual struggle for the utilisation of the 
advantages of socialism. 


2. ECONOMIC LAWS OF SOCIALISM 


With the transition from capital- 
ism to socialism the economic laws 
of socialism replace the economic 
laws of capitalism. 

Like the economic laws of all other societies, the econ- 
omic laws of socialism too have an objective nature. This 
means that they express the inner connections of pheno- 
mena, which exist independently of the will and conscious- 
ness of people. But at the same time the economic laws 
of socialism differ substantially from those laws of all pre- 
ceding forms of society. 

Engels wrote that the difference between them can be 
likened to that existing between the destructive force of 
lightning and electricity, which submissively operates in 
the telegraph or in a lamp, between a conflagration and a 
fire benefiting man. This comparison vividly shows the 
essence of that difference. Both lightning and the electric 
power in a lamp are caused by an identical natural force. 
But lightning strikes man spontaneously and he is unable 
to control it. On the other hand, the natural force operat- 
ing in an electric lamp has been understood and harnessed 
by man and is used by him deliberately. 

The economic laws of capitalism and of all former so- 
cial formations operate spontaneously. Just as the force 
of lightning, they are beyond people’s control. Even when 
scientists revealed the nature of lightning it still remained 


Specifics 

of the operation 

of the economic laws 
of socialism 
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an alien force. The same applies to the economic laws of 
capitalism. Under the rule of private ownership of the 
means of production people are deprived of the chance 
to use economic laws of social development consciously, 
Even after their nature has been revealed, these laws, like 
the unharnessed forces of nature, operate blindly, violently 
and destructively. 

Socialism, based on public ownership of the means of 
production integrates the national economy into a single 
whole. National economic development becomes a sphere 
of conscious and purposive activity to a no less degree 
than is human labour in a single enterprise. 

Under socialism people learn to understand the objective 
economic laws, to master them and to use them for 
practical economic development in the interests of all of 
society. Society, as represented by the socialist state, uses 
the economic laws of socialism scientifically. It harnesses 
them, just as the power of electricity in an electric lamp 
is harnessed. 

In the course of socialist construction society gains an 
ever deeper knowledge of the economic laws of that system 
and masters them ever more successfully. This task is 
fulfilled by the Communist Party, which is armed with 
the knowledge of Marxist-Leninist theory. While fulfilling 
practical tasks, the Marxist-Leninist party concurrently 
develops revolutionary theory. i 

The Communist Party proceeds from the assumption 
that to build the socialist economy on a scientific founda- 
tion means to base it on the objective economic laws of 
socialism revealed by science, on a sober appraisal of the 
objective situation, the ability to learn from one’s own 
experience and from that of others and the improvement 
of the means and methods of economic management. 

Accumulation of practical experience and its scientific 
bois aie make it possible to put the economic laws 
pei lend better use. In its turn the correct applica- 
of practical LE e OA pane cai 
A E A NA ir violation impedes the fulfil- 

Socialism and communism emerge and develọp as 

s evelọp as a 
pe ae vee of the economic laws of social 
pment, which exist irrespective of the will and cons- 
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ciousness of people. At the same time socialism and com- 
munism emerge and develop as a result of the conscious 
activity of millions of working people. 

The transition from capitalism to 
The aim of socialist socialism fundamentally changes 
production. y the aim of production. Under ca- 
The panit economic law  pitalism the direct aim of produc- 
or socion tion is to obtain profit through the 
exploitation of hired labour. The search for profit is the 
only force impelling the development of production. 
Capitalism is founded on the exploitation of hired labour 
by capital. 

In socialist society there are no capitalists and no ex- 
ploitation of man by man. Jointly owning the means of 
production, the working people produce with the aim of 
satisfying the requirements of society and all its members. 
The aim of socialism is the ever fuller satisfaction of the 
growing material and cultural requirements of the people 
through the constant development and improvement of so- 
cial production. Therein lies the source of the enormous 
power of socialist economy, the source of the inexhaustible 
creative power of free socialist labour. 

In this way socialism effects the transition from anarchic 
production, the aim of which is profit, to planned produc- 
tion with the aim of satisfying social requirements. Even 
before the establishment of Soviet power, Lenin wrote 
that the socialist revolution, replacing private ownership 
of the means of production by public ownership, introduces 
a planned organisation of social production to ensure the 
welfare and comprehensive development of all members 
of society. 

Socialist society continuously expands and improves pro- 
duction in order to raise the material welfare and cultural 
level of the working people. This in essence constitutes 
the basic economic law of socialism. The constant growth 
and systematic improvement of socialist production which 
is a condition for the ever fuller satisfaction of the 
people’s requirements forms the basis of socialist society’s 
movement towards communism. è 1 

Socialism radically changes the conditions which de- 
termine the living standard of the working masses. The 
economic laws of capitalism limit the satisfaction of the 


238 








vital requirements of the people. The capitalists strive to 
cut the earnings of the working people in order to raise 
their profits. For this reason the working class is able to 
ensure a certain improvement of its economic position only 
through stubborn class struggle against the capitalists. 

In socialist society the improvement of the working 
people’s living standard depends only on the level achieved 
by social production, on the growth in labour productivity 
and the volume of produced output. The more material 
wealth produced by society, the higher is the living stand- 
ard of the people. 

The socialist revolution ensures the working masses a 
higher living standard. The people’s power reduces the 
working day and improves the housing conditions of the 
working people. It adopts a series of measures which 
first rapidly decrease, and then eliminate unemployment. 
Socialism paves the way for the prosperous and cultured 
life of the peasant masses. 

But the socialist transformation of society takes on 
gigantic tasks. The solution of these tasks, especially in 
countries with a backward economy, calls for enormous 
efforts from the whole people. The only way to ensure a 
steady advance in the living standard of the working people 
is to expand the productive forces as quickly as possible. 
This involves expanding old and building new enter- 
prises in industry, agriculture and other sectors, a steady 
rise in labour productivity, technological progress and better 
Soi Tre at all levels. 

e enemies of the working people make a lot of fuss 
about the fact that there still = a material abundance 
in the socialist countries. They intentionally gloss over the 
true causes of the difficulties socialist construction in the 
USSR and other socialist countries have to overcome. These 
causes are the former economic backwardness of Russia 
and other socialist countries, the hostile actions of the 
imperialists, the ruinous wars the Soviet Union has had 
to bear. 

The principles of economic management worked out b 

i y 
pe Party provide for a combination of 
i Management with an extension of the rights of 
pea ler an enhancement of economic methods in 

Management, a fundamental improvement in 
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planning, an extension of the economic independence and 
initiative of enterprises, an increased material interest in 
the results of their activities. 


3. ECONOMIC ROLE OF THE SOCIALIST STATE 


The socialist state In socialist economy which is 
organises the based on the conscious application 
creativity of the K s x 
popular masses of the objective economic laws of 
social development, the state plays 
a fundamentally different role from the state in capitalist 
economy, which is governed by economic laws operating 
spontaneously. 

The socialist revolution evolves a state of a new type 
unprecedented in the history of mankind. This state faces 
tasks that have never been faced by any government before 
—the tasks of destroying the old, outmoded capitalist eco- 
nomic system and setting up new forms of social economy, 
and building the socialist economic system. 

The socialist state has real possibilities for the success- 
ful implementation of these tasks. Abolishing exploitation, 
the socialist state transforms the popular masses into 
conscious makers of history—this is the source of its 
creative power. It becomes the organiser of the masses, 
directs their endeavours to the accomplishment of the great 
tasks of social transformation. 

The socialist state works out long-term and current 
economic plans through its planning and administrative 
bodies and organises fulfilment and overfulfilment of 
these plans. It appoints its representatives to manage indi- 
vidual enterprises, groups of enterprises, branches of the 
economy, determines the forms and principles governing 
the remuneration of the labour of factory and office work- 
ers, conducts a definite price policy on the output of in- 
dustry and agriculture and establishes transport tariffs. The 
state budget, being the main financial plan of the socialist 
economy, is crucial to the whole economic life of society 

The state monopoly of foreign trade seryes as a barrier 
against foreign capital, stops it from penetrating the social- 
ist countries with the aim of exploitation. wih 

Another extremely important function of the socialist 
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state is the distribution of the social product. The state 
ensures the normal replacement of the expended means of 
production in all the spheres of the economy and distributes 
the national income to achieve a steady advance in the 
people’s welfare and the steady growth and improvement 
of production on the basis of the most up-to-date equip- 
ment. 

Socialist society lives and develops at a time when the 
aggressive forces of imperialism still continue to exist in 
the capitalist countries. This means that the socialist state 
has to organise and maintain the country’s defence poten- 
tial. The most important task: of all socialist states 
is to strengthen the unity and cohesion of the world 
socialist system. 

The economic policy of the social- 
ist state, like its policy in general, 
of the socialist develops on the basis of Marxist- 
state’s economic ae p 3 
policy Leninist theory, which reveals the 
objective laws of social develop- 
ment in general, and the objective economic laws of social- 
ism in particular. 

Economic policy justifiably holds a central place in the 
comprehensive activities of the socialist state. It is directed 
to the development of the productive forces and relations 
of production of socialist society. It has the aim of ensuring 
not only the present but also the future of the Soviet people. 
The far-sighted economic policy of the socialist state ensures 
that the progress today lays the foundation for even more 
impressive progress in future, taking care not to sacrifice 
ultimate aims for the sake of achieving current aims and 
vice versa. It is with this in view that the fundamental 
problems of economic development are decided, problems 
including the economic deyelopment rates for the economy 
as a whole and for its individual sectors, the establishment 
of proportions in social production, the direction of tech- 
nological progress and ways of advancing living standards. 

The interests of the people and the policy of the socialist 
state which expresses these interests coincide fully with 
the objective trends of social development. Owing to the 
objective laws of social development triumphant socialism 
progresses towards communism and the Communist Party 
and the Soviet state pursue a policy aimed at propelling 
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the country most successfully along the road to com- 
munism. 

The whole policy of the socialist state, Lenin wrote, 

must be based on the unshakeable alliance of the working 
class and peasantry. This alliance consolidates as the 
socialist economy grows and becomes a mighty force. At 
all stages of economic construction the Communist Party 
takes full account of the specifics of the path along which 
the peasant masses advance towards socialism. It ensures 
this advance by combining the public interests of large- 
scale socialist collective farm production with the satisfac- 
tion of the personal interests of the collective farmers by 
ensuring the steady growth of the material interest of the 
farmers in the flourishing of the collective farm economy. 
The economic policy of the Party and the state, all the 
economic measures of the Soviet Goyernment constantly 
strengthen the alliance of the working class and peasantry 
in the interests of communist construction. 
Lenin emphasised that the chief 
task of the triumphant working 
class in the socialist revolution was 
to regulate the new intricate and 
subtle organisational relations which govern the planned 
production and distribution of products needed for the 
existence of millions of people. After the political victory 
over the bourgeoisie has been achieved and consolidated, 
Lenin wrote, a similar victory must be achieved in the 
organisation of the economy. 

The management of the socialist economy is called upon 
to ensure the smooth and precise functioning of the whole 
economic organism. The task is to ensure that the whole 
complex economy should work with the accuracy of a 
clockwork. As the socialist economy grows quantitatively 
and qualitatively the mutual links and dependencies grow 
more complex both within separate enterprises and be- 
tween enterprises, branches, and economic districts. In 
these conditions the organisation of the country’s economic 
management acquires growing importance. 

Improving the methods of economic management the 
Communist Party relies on the principles of socialist 
management worked out by Lenin. Practice has brilliantly 
proved the strength and viability of these principles, which 
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develop and grow richer as the socialist economy expands, 
as its development possibilities increase, and as its tasks 
become more intricate. : 

The management of socialist economy is based on the 
Leninist principle of democratic centralism. This principle 
demands strict one-man management in ali the links of 
the production process and at the same time the enlistment 
of the broad mass of factory and office workers in econom- 
ic management. It ensures the maximum scope for the 
creative energy and initiative of the broad mass of the 
working people and a unity of purpose and will without 
which there could be no normal functioning of large-scale 
production, of the modern highly developed economic 
organism. 

The steady growth and expansion of the democratic 
basis of economic management and control is one of the 
most important requirements of socialist society, one of 
the objective laws governing it. Like the other objective 
laws of the development of socialist society it does not 
operate automatically but through the conscious and pur- 
posive activity of people. As the socialist economy grows, 
as its tasks expand and grow in complexity, the need for 
developing the democratic basis of economic activity in- 
creases and becomes more urgent. 

Lenin emphatically warned against two dangers threalen- 
ing the principle of democratic centralism. This is first of 
all a transformation of democratic centralism into bureauc- 
ratic centralism, and secondly a violation of centralism by 
all sorts of parochial or anarchic tendencies. Communist 
construction presupposes all-out development of the demo- 
cratic basis of management and a simultaneous strengthen- 
ing and perfection of centralised economic management 
by the state. 

One of the most important laws of the socialist mode of 
production is that the creative activity of the masses is 
an enormous driving force in economic growth and prog- 
ress. Socialism has released the energy of millions of peo- 
ple and the utilisation of this energy to the utmost largely 
decides the rate of economic development. At the same time 
the growing role of centralised economic management is 
one of the main laws of the socialist mode of production. 
Centralised management of the economy is a condition 
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for its rational organisation and is one of the decisive 
advantages of socialism over capitalism. 

The improvement in economic management and control 
is effected by the simultaneous development of both prin- 
ciples of democratic centralism: the democratisation of 
management and centralisation of guidance. A correct 
combination of these two principles is crusial for the 
scientific management of the economic construction of 
socialism and communism, 

The improvement in economic management being carried 
out by the Communist Party and the Soviet Government is 
a further development of such time-tested Leninist prin- 
ciples of socialist management as democratic centralism, 
socialist cost accounting, the combination of moral and 
material stimuli to work and improve production. The 
Leninist principles of management express the objective 
economic laws of socialism. The improvement of the 
methods of socialist management signifies a more successful 
mastery of these laws and their more skilful utilisation in 
the interests of society. 

At every stage of socialist and communist construction 
the Party fully considers the present position and maps 
out the regular tasks in accordance with the changing 
domestic and external situation. In this the Party is guided 
by Lenin’s directives on the indissoluble link between eco- 
nomic and political tasks, on the unity of economic and 
political tasks in the process of socialist and communist 
construction. 


REVISION QUESTIONS 


1. What common features and differences are there be- 
tween the two forms of socialist property? 
. How do the economic laws. of socialism operate? 
What is the essence of the scientific management of the 
socialist economy? 
4. What is the essence of democratic centralism in econ- 
omic management? 
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Chapter XI 


PLANNED DEVELOPMENT OF THE SOCIALIST 
ECONOMY 


1. PLANNED ECONOMY—SOCIALISM’S PRIME ADVANTAGE 


The possibility 
and need for planned 
economic management 
under socialism 


For economy as a whole to develop 
normally the development of all its 
parts must be co-ordinated. This 
means that definite types of prod- 
ucts—coal and machinery, fabrics and footwear, grain and 
meat—must be produced in definite quantitative propor- 
tions. This is achieved through a definite distribution of 
the labour and means of production among the various 
branches. 

As we saw above in capitalist economy the necessary 
proportions between the parts, the elements of social 
production, are established spontaneously. Under anarchy 
of production the necessary proportions are established as 
a result of innumerable fluctuations and deviations. This 
leads to an enormous destruction of the productive forces 
through competition, crises and unemployment. 

The anarchy of production is engendered by the basic 
contradiction of capitalism—the contradiction between the 
social character of production and the private capitalist 
form of appropriation. Socialism abolishes this contradic- 
tion. In socialist society the public ownership of the means 
of production, and hence also of the results of production 
corresponds to the social character of production. Describ- 
ing the general outlines of socialist society, Marx and 
Engels predicted that under socialism the anarchy of so- 
cial production would be replaced by social production, 
organised according to plan, designed to satisfy the require- 
ments of society as a whole and of its every member. Lenin 
emphasised that the socialist revolution faces the gigantic 
task of transforming the whole economic mechanism of the 
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state into an efficient apparatus able to guide the work of 
hundreds of millions of people according to a single plan. 

This means that socialism makes planned economic 
management both possible and necessary. Just as capitalism 
is inconceivable without anarchy of production, socialism 
is inconceivable without a planned development of the 
entire economy. Planned economic management is one of 
the main features of socialist economy. The co-operation 
between the socialist countries also has a planned nature. 

The state economic plan ties up the production and dis- 
tribution of output on a social scale into a single whole. The 
main indicators of state enterprises are endorsed by 
superior economic bodies. The collective farms work ac- 
cording to plans drawn up by their boards and endorsed 
by the general meeting of collective farmers. Not only in- 
dustry, agriculture, transport, building organisations and 
trading enterprises, but also scientific institutions, cultural, 
educational and medical establishments all work according 
to plan. In socialist society the plan has the aim of ensuring 
the unity of purpose and will in the whole of economic 
and cultural development and the whole gigantic process 
of socialist and communist construction. 

The planned nature of economic development is one of 
the decisive economic and social advantages socialism has 
over capitalism. The planned development of the socialist 
economy frees it from destructive competition, crises, un- 
employment and the other ills stemming from the anarchy 
of capitalist production, The planned economy enables 
socialism to attain much higher economic growth rates 
than under capitalism. 

Planned, proportionate develop- 
Theo ment of the economy is an objec- 
of the planned, tive economic law of socialism. 
proportionate Applying this law, socialist society 
development of the runs its economy ever more suc- 
aer cessfully according to plan. 

The planned organisation of the economy is a new task, 
one taken up for the first time by socialist society. Under 
capitalism which is based on the private ownership of 
the means of production there is economic management 
only within the framework of individual enterprises, firms 
and concerns. The bourgeois state, especially in modern 
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conditions, strives to introduce some elements of organisa- 
tion in economic development, however, under capitalism 
the national economy as a whole remains unmanageable— 
it is left at the mercy of the spontaneous laws of the capi- 
talist mode of production. The narrow framework of capi- 
talist private ownership gives little opportunity for intro- 
ducing planning in the development of the entire economy, 
Socialism is not constricted by these limits and opens up 
an unlimited scope for the most rational and effective 
organisation of the economy according to plan. 

Increasing mastery and better application of the law of 
the planned, proportionate development of the economy 
is achieved by constantly improving economic planning. 
Planned management is called upon to ensure the smooth 
functioning of all economic links. To ensure the necessary 


proportions in the economy is a very complex problem.’ 


Accumulating practical experience, socialist society is suc- 
cessfully solving it. 

However, because of the unprecedented scale of this 
problem and the difficulty of its solution some economic 
proportions may temporarily be disturbed. This makes 
it extremely important to discover the emergent dispropor- 
tion as early as possible and to take effective measures to 
remedy it. 

The proportions in the economy between the different 
elements are of an objective nature. At every stage they 
depend on the technological development, availability of 
labour resources, the level of labour productivity, on the 
one hand, and social requirements, on the other. Propor- 
tions cannot be established at will, the above factors must 
be taken into account. 

This does not imply, however, that the proportions be- 
tween the various links of the national economy are 
immutable. Technological progress, especially now that the 
scientific and technological revolution is in ‘full swing, 
is changing the economic proportions. 

_The modern scientific and technological revolution 
dictates the need for the accelerated development of the 
most advanced and progressive branches: and types of 
production. In the progressive branches the labour produc- 
tivity is much. higher. Capital investments in them justify 
themselves in a comparatively short time. For this reason 
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changes in the economic structure brought about by the 
intensive development of the progressive branches of 
production are vital in ensuring high and stable economic 
development rates. 

The systematic improvement of the structure of social 
production is an extraordinarily important task for planned, 
proportionate economic development and for the creation 
of the material and technical basis of communism. But 
these structural changes must not interfere with the pro- 
portional development of the economy and must not cause 
disproportions. 

“Tt is essential that the national economy develop on a 
strictly proportionate basis,” the Programme of the CPSU 
says, “that economic disproportions are prevented in good 
time, ensuring sufficient economic reserves as a condition 
for stable high rates of economic development, uninter- 
rupted operation of enterprises and continuous improve- 
ment of the people’s well-being.” > 
Planned economic development is 
unthinkable without thrifty eco- 
nomic management. The socialist 
economic system demands that there be thrifty economic 
management and does all it can to ensure this end. The 
need is governed by the aim of socialist production which 
is to satisfy social requirements. The possibility, on the 
other hand, is determined by the fact that socialism is free 
of such incurable ills of capitalism as the anarchy of pro- 
duction, destructive competition, economic crises, unem- 
ployment, etc. Socialism abolishes the causes responsible 
for the waste of the productive forces and makes it pos- 
sible to use all social resources in the most rational and 
expedient way. 

The classics of Marxism-Leninism emphasised the crucial 
principle of thrift under socialism. They considered this 
question in its indissoluble relation with the planned 
character of socialist production. Marx considered the 
economy of labour alongside with its planned distribution 
between the different branches of production an important 
law of the socialist mode of production. 

Lenin always insisted on thrift; he said that money 
should be counted and that waste was intolerable in a 
socialist state. Like Marx, he linked thrifty economic 
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management with the planned guidance of the whole 
process of socialist construction. 

Thrifty economic management is one of the most impor- 
tant features of planned economic development under 
socialism. Management disregarding thrift cannot be called 
planned management. Planned economic development is 
rational management, based on the most expedient and 
effective utilisation of all material, labour and financial 
resources and of the country’s natural wealth. The achieve- 
ment in the interests of society of maximum results with 
minimum expenditure is an immutable law of economic 
development in socialist society. 

Poeno pian Planned economic management is 


on the basis called upon to ensure the rapid 
of the conscious and steady growth of production 
utilisation = for the ever fuller satisfaction of 
idles eater society’s growing needs. It is based 


on the all-round utilisation of the 
economic laws of socialism, notably of the law of planned, 
proportionate development, determining the necessity of 
planned economy, and of the law of value, demanding that 
there be a correspondence between the expenditure and 
the results of production. At the same time planned econ- 
omy is the form which is called upon to ensure the fullest 
possible application of all other economic laws of socialism. 
Planning is at odds with any arbitrariness in the imple- 
mentation of economic tasks. The scientific basis of plans 
is the most important condition for their success. 
j Economic planning is based on an accurate considera- 
tion of the objective conditions for the development of the 
economy, of its motive forces and trends. The more tho- 
roughly objective conditions and the economic laws of 
socialism are considered in plans, the more successfully 
are they implemented. The socialist plan is based on scien- 
tifically established social requirements and an objective 
appraisal of the productive resources and reserves: 
It indicates the ways for the most effective develop- 
ment of the economy. 


Tasks of the plan We have shown above that the sup- 
fulle: usach reme aim of socialism is the ever 
T satisfaction of the people’s growing material and 


cultural requirements through the constant development 
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and improvement of social production. The tasks of social- 
ist plans are naturally subordinated to this aim. At every 
stage planned economic management sets also more 
concrete tasks which are determined by the given 
situation. 

Lenin described the GOELRO plan (State Plan for the 
Electrification of Russia) worked out in 1920, as a pro- 
gramme for the development of the whole economy on 
the basis of up-to-date technology—on the basis of electri- 
fication of the whole country. 

The objectives of the initial Soviet five-year plans were 
to lay the foundation of the socialist economy, to ensure 
the technological re-equipment of the economy, the pre- 
dominance of socialist over capitalist elements in the 
country’s economy and subsequently the complete elimina- 
tion of capitalist elements, to root out all exploitation of 
man by man and the causes responsible for it. At the same 
time the pre-war five-year plans were designed to strengthen 
the Soviet Union’s economic and political independence 
and its defence potential in the face of the growing threat 
of imperialist armed attack. All these tasks were set and 
fulfilled in a definite sequence determined by historical 
conditions. 

After the end of the Second World War the economic 

plans of the Soviet Union were aimed at the quickest 
rehabilitation of the war-devastated economy and at 
ensuring a further boost to socialist economy. 
The planning of the socialist econ- 
omy must ensure the necessary 
quantitative relations between the 
individual parts and sectors of the economic organism. 

The main proportions in the economy are those between 
its main sectors, i.e., between the development of industry 
and agriculture, between the growth of industrial and agri- 
cultural production and the work of transport. In industry 
itself an important role is assigned to the relation between 
the production of means of production and that of con- 
sumer articles. Between the separate sectors in each of 
the two departments there also exist definite proportions. 
The yolume of construction, for instance, must be ensured 
by a corresponding output of building materials (cement, 
reinforced concrete, metal, etc.). 


Main proportions in 
socialist economy 
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The mass of the output of industry and agriculture 
supplies the means for consumption and accumulation. The 
ratio between consumption and accumulation is one of 
the most important economic proportions, which in 
socialist society is established and maintained according 
to plan. : 

This ratio is inseparably linked with the proportion 
between the production of means of production and that of 
consumer articles. The output of the sectors producing 
consumer articles goes to satisfy the direct requirements 
of the people. The output of the sectors producing means 
of production goes to replenish the used up means of 
production and to expand productive capacities. 

There must be a correspondence between production 
and realisation if the economy is to develop normally. The 
growing purchasing capacity of the population must be 
accompanied by a corresponding increase in the amount 
of goods being offered for sale. There must also be a 
definite ratio between the expenditure of the state and its 
revenue. 

Definite proportions are essential not only in the struc- 
ture of production but also in the utilisation of the labour 
resources. 

Inter-district Proportions are also of the utmost impor- 
tance. Socialism ensures the rapid development of all econ- 
rap E of the country and a rational distribution of 
as oe uctive forces. The comprehensive development of 
T pin goes hand in hand with the specialisation of 
: nee a pe orante with jis natural resources and 
ne of other factors. Specialisation evolves ihe need 

r the development of inter-district links which are be- 
pre ey diversified. > 

elinite proportions exist not only between economic 
he See aes but also within each individual 
mute N im an engineering works a definite ratio 
pe aintained between the work of the component 

nd assembly shops. If the component sh fail liv 
ihe eaa eE 1h ops fail to deliver 
still. If th parts, the assembly shop will be at a stand 
ae n pees shop fails to cope with its tasks, 

ctured components will be so much dead stock 


in the sho 
will a PS or stores, and the output of finished goods 
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National economic Co-ordination of the separate parts 
balances of the plan on the basis of national 
economic balances is an important feature of socialist 
planning. Among the most important balances are the 
balance of the national income and of its utilisation; the 
balance of labour resources and of their utilisation, broken 
down according to economic districts; the balance of the 
population’s monetary income and expenditure; the balance 
of financial resourees, and the main material balances. A 
thorough, scientifically based system of balances is the 
main condition ensuring correct economic proportions and 
ties. 

The balance of the national income and its utilisation 
illustrates the division of the national income into its main 
parts, that going to consumption and that going to 
accumulation. The balance of labour resources helps to 
establish labour requirements and the reserve of labour 
resources. z 

The balance of the monetary income and expenditure of 
the population takes into account all monetary incomes of 
the population—the wages of factory and office workers, 
incomes of collective farmers according to work-day units, 
pensions, grants and other incomes. The other side of this 
balance takes account of the sum of the prices of goods 
and services which can be sold to the population, the 
expenditure of the population on all sorts of payments. 
The balance of monetary income and expenditure is an 
important means of planning the money circulation. The 
state budget is the balance of state revenue and. expen- 
diture. 

Chief among the material balances are the following: 
balances of the means of production—of electric power, 
fuel, metal, equipment, building materials, chemical prod- 
ucts, paper. These balances help to co-ordinate the output 
of the extractive and manufacturing industries and to plan 
the development of the associate industries. The material 
balances include also the balances of consumer articles 
(industrial goods and foodstuffs). They are linked in turn 
with the balances of production and consumption of agri- 
cultural products. 

In their totality, the balances embrace the whole econ- 
omy and give a picture of the interrelations between all 
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its principal elements. The balances ensure the establish- 
ment of correct proportions in the economy and help to 
disclose internal resources and reserves. 

To be realistic the plan must be 
well balanced. The failure to cor- 
relate all its elements results in 
disproportions and excessive strain, which makes it neces- 
sary to correct the plan in the course of its fulfilment. It 
should, however, be borne in mind that there can be a 
multitude of well-balanced and practically attainable 
variants of the plan. 

This makes it extremely important to choose the best 
variant, the optimum plan. The rates and the proportions 
stipulated in the plans for economic development should 
be the optimum ones. This means that the plans should 
provide for the most effective utilisation of all potentialities 
and resources of socialist economy. 

The rate of the national income growth (providing, of 
course, for the required level of the population’s welfare 
and the full utilisation of the society’s labour resources) 
serves as the general criterion for ascertaining that the 
plan has been drawn up in the optimum way. Diverse 
criteria can be applied for the separate branches—produc- 
tion growth, decrease in expenditure, etc.—their choice 
depending on the concrete situation. 

A balanced plan is required to ensure high production 
growth rates, the most expedient economic proportions 
and the high quality of output, all of which should be 
achieved with a minimum outlay of social labour. 

As the socialist economy grows and as the tasks it faces 
grow in complexity, the optimisation of planning becomes 
ever more important and demands that interdependence in 
the economy be based on highly accurate computations. 
The optimisation of planning is achieved through the 
application of mathematical methods, The modern devel- 
opment of mathematics and computing techniques makes 
it possible to compute optimal variants of the plan. 

Modern electronic computing techniques enable us to 
make the vast number of computations needed for finding 


e best methods of solvin, economic proble: a 
the b 1 m blems in very 
8 a 


Optimisation 
of planning 
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2. ORGANISATION AND METHODS OF ECONOMIC PLANNING 


Compilation The experience gained in socialist 
of the plan construction has made it possible 
to work out definite practical planning methods. 

The plans for economic development are drawn up on 
the basis of directives endorsed by the Party and the 
Government. These directives determine the main political 
and economic tasks of the plan and the main quantitative 
targets for the various branches of the economy and eco- 
nomic districts of the country. They stipulate the volume 
and the direction of capital investments and the tasks in 
the field of technological progress and the improvement 
of the methods of economic management. 

On the basis of the Party and Government directives 
the central planning bodies—the Gosplan (State Planning 
Committee) and the ministries—work out concrete draft 
plans and targets, relying on the great work in the com- 
pilation of plans being carried out by the enterprises, the 
basic links of the economy. The plans of enterprises are 
summarised in the plans for branches of economy. After 
the basic indicators in the plan have been endorsed by the 
superior economic body they become the basis for the 
activities of the enterprise. 

The economic reform now in progress has reduced the 
plan indicators which have to be endorsed by the superior 
body to a minimum. All other indicators are worked out 
independently by the enterprise, taking due account of the 
concrete conditions in which the enterprise works and of 
its possibilities. The enterprise’s annual plan co-ordinates 
the technological, economic and financial aspects of its 
activities. This plan is therefore called the technological 
output and financial plan. This is a programme determin- 
ing all the production, technological and financial activities 
of the enterprise during the year. It includes the produc- 
tion programme, the plan for technological development, 
for material and technical supply, for labour and wages, 
for the cost of production, for financial operations, and 
for organisational and technological measures. 

The production programme is the main link of the 
technical output and financial plan. This is the target for 
the production and realisation of the output. The produc- 
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tion programme stipulates the volume of output, its assort- 
ment and quality. 

The various departments of an enterprise are organically 
linked. Therefore all plan indicators must be tied up into 
a single whole. All sections of the plan, regulating the vari- 
ous activities of the enterprise are based on the same initial 


indicators. In the course of intrafactory planning the 


indicators in the enterprise’s plan are broken down into 
targets for the enterprise’s individual production sections, 
for its shops, departments and teams. 

The plan of every enterprise provides for the receipt 
from other enterprises of definite kinds of raw materials, 
fuel, electric power, equipment. This aspect of the enter- 
prise’s activities is particularised in the economic contracts, 
regulating the interrelations of supplier and consumer 
enterprises. The contracts also stipulate the kinds of 
materials to be delivered, terms of delivery, the price of 
each material, and the terms of payment. The fulfilment of 
contracts is obligatory for both parties. Each side is held 
Trea responsible in the case of violations of the con- 

ract. 

The drawing up of the plan is only the beginning of 
planned economic management. The most important aspect 
of this management is to organise the efforts of the people 
to secure the fulfilment and overfulfilment of plans. While 
these efforts are applied new possibilities inherent in 
socialist economy are disclosed and the latent reserves of 
enterprises, branches and economic districts are mobilised. 
ORAE T Socialist economic planning is 
current planning based on the organic combination 

of long-term and current (annual) 
plans. At present the five-year plan is the principal form 
of scientific planning. It determines the prospects of the 
productive and economic activity of an enterprise for a 
e: which is sufficiently long for the fulfilment of major 
ika sab Sper with the improvement of production and 
ee ihe Foe woe ce ae The most important targets 
Thaitargets patois e down into yearly targets. 
langi cretised and adjusted in the yearly 
P in accordance with current changes in resources and 


requirements of society and with due acco 
2 unt for the 
technological and economic progress. 
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Five-year plans are called upon to ensure a sound tech- 
nological and economic basis for the tasks set before the 
economy as regards production growth, the wide introduc- 
tion of scientific and technological achievements and 
progressive changes in the structure of social production. 
They enable the planner to give a correct appraisal of the 
economic effectiveness of measures extending over that 
period (for example, with regard to the development of 
new areas, the building of large power stations, fac- 
tories, etc.). 

Current plans, on the other hand, are necessary to ensure 
ihe fulfilment of concrete targets at the stipulated time, 
to unite the efforts of the people as a whole and those of 
individual collectives of working people in their work for 
the realisation of the immediate tasks of economic con- 
struction and to ensure a planned and rhythmical growth 
of production in all branches of economy. 

The decisions of the 23rd Congress 
Centralised state of the CPSU emphasise the need 
planning — for a correct combination of cen- 
and the ini tralised planning with the devel- 
of ent ee opment of the economic initiative 
of enterprises. The Congress resolved that centralised 
planned economic management should concentrate in the 
first place on the improvement of the main economic 
proportions and the location of production, and on the 
complex development of economic districts. Planned 
management is to ensure high production rates and the 
supply of key products. It also is to provide for the imple- 
mentation of a unified state policy in technological prog- 
ress, capital investments, the remuneration of labour, prices, 
profits, financing and credit. Last but not least, there must 
be economic control over the effective utilisation of produc- . 
tion assets, labour, material and natural resources. 

Socialist planning presupposes active mass participation 
in working out plans and their implementation. Planned 
economic management does not exclude but presupposes 
the release of the creative initiative of the masses, of 
enterprises and collectives of the working people. 

Lenin called the GOELRO plan a second Party prog- 
ramme. As distinct from the Party programme, which can 
be altered only at Party congresses, Lenin said, this sec- 
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ond Party programme should be systematically improved, 
adjusted, developed and modified. - 3 

While the plan is being fulfilled the staff of enterprises 
work enthusiastically and creatively to disclose new 
potentialities for the growth of production and the improve- 
ment of output. It reveals the internal reserves and latent 
potentialities there are in enterprises, shops, sections, col- 
lective farms and teams. Important questions connected 
with the development of new areas, the utilisation of newly 
disclosed natural resources are put on the agenda; exten- 
sive tasks are advanced for introducing new equipment 
and technology and improving the organisation of produc- 
tion. 

The national economic plan is not a collection of dead 
figures but a reflection of the live activity of the masses 
building socialism and communism. In the work for the 
fulfilment and overfulfilment of the plan, socialist emula- 
tion drives are launched between enterprises, teams and 
individual workers. The success of: the plan depends on 
people. 

Correct planning creates the conditions essential for 
the successful work of the enterprise, the fullest utilisation 
of its equipment, the prevention of idle time and fulfilling 
and overfulfilling the plan targets. It would be wrong, 
however, to think that the plan can be fulfilled automatically, 
without great efforts on the part of the whole popula- 
tion and without tenacious work in all the sectors of econ- 
omic and cultural construction. It demands the mobilisation 
of all the efforts and creative abilities of the people. 

Socialist planning implies the planned management of 
the whole economy. National economic plans assign top 
priority to general state interests. This makes it necessary 
to observe strict discipline in the implementation of the 
plan, to do away with all elements of parochialism 
and departmentalism which harm the interests of the 
economy as a whole. 

Planned organisation of socialist 
economy is based on the Leninist 
principle of democratic centralism. 
S This principle provides full scope 
for the creative energy and initiative of the widest masses 
of the working people and combines it with the unity of 


Democratic 
centralism in 
economic development 


254 








will and purpose necessary for the normal operation of 
socialist enterprises and the economy as a whole. 

As the socialist economy develops both centralised 
economic management and mass initiative grow in impor- 
tance. The growth and expansion of democratic prin- 
ciples in planned socialist economy is an objective trend 
of the socialist system. 

The democratic centralism in economic construction 
changes its forms as the economy develops. The improve- 
ment in the methods of planning and economic manage- 
ment simultaneously develops both principles of democratic 
centralism: the democratism in administration and the 
centralisation of planned management. The decisions of 
the 23rd Congress of the CPSU speak of the necessity to 
apply consistent efforts to achieve the all-out development 
of the democratic principles of administration and the 
simultaneous strengthening and improvement of centralised 
planned economic management. 

The new system of economic management combines 
unified state planning with the work of enterprises on a 
basis of full cost accounting (on a self-supporting basis), 
and centralised management by branches of economy with 
extensive republican and local economic initiative, the 
principle of one-man management with the increase in the 
role of production collectives. The Party has censured the 
inadequate attention being given to economic methods in 
the planning and management of the economy, and the 
new system of management is therefore based on the com- 
bination of centralised planned guidance and the economic 
initiative of enterprises and their staffs and the strengthen- 
ing of economic levers and material production stimuli. 

Improvement in economic management is connected 
with a further development of its democratic basis and the 
wider participation of the masses in production manage- 
ment. The aim of the economic reform is to provide greater 
stimuli for production with the help of such economic 
levers as price, profit, bonuses and credit. 

This ensures the further extension of the democratic 
principles of management, creates economic conditions for 
more extensive participation of the masses in the manage- 
ment of production and gives the people greater opportuni- 
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ties to influence the results of the economic performance 
of enterprises. , 

The combination of unified state planning with full cost 
accounting, and the extension of the rights and indepen- 
dence of enterprises, and of centralised management by 
branches of economy with broad local initiative, ensures 
the further extension of the democratic principles of 
management and creates the economic conditions for the 
wider participation of the masses in production manage- 
ment. The system of industrial management and planning 
based on the Leninist principle of democratic centralism 
satisfies the present-day requirements of Soviet economy 
in the best possible way. 

The economic reforms being carried out in other social- 
ist countries are also based on the Leninist principle of 
democratic centralism and on the recognition that this 
principle must be further developed in the new conditions. 

Socialist agriculture is an integral 

Specifies part of the economy. It is closely 

a te a famm linked with industry, construction, 

3 transport and trade. Collective 

farm production cannot therefore develop otherwise than 
according to plan. 

The planned management of agriculture as a whole, 
including the commonly-owned economy of the collective 
farms, is based on a correct combination of centralised 
plan targets with the economic initiative of the collective 
farms in the utilisation of their internal reserves, in reveal- 
ing the most expedient ways for the utilisation of their 
resources. Yet, the planning of collective farm production 
has a number of specific features. The collective farms 
draw up production development plans on the basis of 
assignment for the sale of definite agricultural products 
to the government, which are handed down to them from 
above. The system of establishing definite plans for the 
purchase of agricultural products for a number of years 
in advance and of submitting these to the collective farms 
ensures the conditions required for the correct manage- 
ment of the collective farm economy. Economically well- 
founded purchasing prices for agricultural products and 
mark-ups on prices for products sold over and above the 
plan targets make the collective farms and the farmers 
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interested in better organisation of production and in 
raising its effectiveness. The production plans are worked 
out directly on the farms and take into account the material 
and human resources available to increase the volume of 
production, fulfil the plan for state purchases, raise the 
welfare of the collective farmers and expand production. 
Here great importance is attached to the correct utilisa- 
tion of land, machines, equipment and production build- 
ings, to endeavour to raise the labour productivity and to 
lower the cost of production, and also to the increase of 
material incentives to the collective farmers. 

The state plan for the development of agriculture is 
a summary of the draft plans of the collective farms and 
state farms. It stipulates the sizes and directions of capital 
investments in agriculture, the supply of the collective 
farms and state farms with machines and equipment, land- 
improvement, the conditions for the crediting of agricul- 
ture, the development of direct links of collective farms 
and state farms with industry and trade. 

Planned economic management is 
ay piani ge ENC based on a sound scientific founda- 
enio tt cr tion. The science of socialist plan- 
ning is constantly developing and being enriched with new 
knowledge through everyday practice. 

Economic planning determines the aims of economic 
development at every stage and also the means of achiev- 
ing these aims. A scientific determination of the aims and 
means of economic activity demands accurate stock-taking 
of all available resources and requirements, all conditions 
for economic development and all known trends and those 
taking shape. 

In the first stages of the development the Soviet econ- 
omy produced a comparatively small number of mass 
products, such as coal, metal, cement, etc. In these condi- 
tions the determination of resources and requirements was 
a comparatively simple matter. But the enormous growth 
of socialist economy made this much more difficult. Social- 
ist industry now produces a multitude of articles which 
few years ago did not even exist. The number of new 
products being evolved on the basis of scientific and 
technological progress is rapidly growing. 

The stupendous economic growth complicates the tasks 
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of planned economic management enormously. It evolves 
the need for an improvement of planned economic manage- 
ment, for higher scientific standards in state planning. 
This applies first and foremost to the scientific validity 
of the planned rates for the growth of production and the 
national income and of the basic proportions in the econ- 
omy. Plans are called upon to ensure the most effective 
utilisation of all potentialities and resources, to ensure rapid 
rates for the introduction of the latest achievements of 
science and technology into industry. This means that they 
should take into account the prospects offered by scientific 
and technological progress. The level achieved by the 
productive forces and the scale of the tasks facing the 
economy evolved the need for a radical improvement of 
planned economic management. This management must 
rely on a genuine scientific basis, on objective economic 
laws and take sober account of both social requirements 
and genuine possibilities. 

The higher level of scientific planning and centralised 
economic management is secured alongside decisive 
strengthening of the economic methods of management and 
of the economic stimulation of industrial and agricultural 
production. 

The rise in the level of scientific planning allots enor- 
mous tasks to the planning bodies. They must determine 
the optimum proportions for the development of the vari- 
ous branches and the best structure for the country’s econ- 
omy as a whole. They must find ways and means to raise 
the effectiveness of social production and find resources 
for the accelerated growth of the national income and the 
people’s welfare. 

The greater scientific, technological and economic validity 
of plans enhances their stability. Yet, they must be verified 
and adjusted in the course of their fulfilment in accordance 
with changing conditions. 

Planned quotas Planned quotas (or norms) are of 
avers the greatest importance to the 
scientific validity of the plan. 

Quotas regulate the utilisation of the material and labour 
resources and also the utilisation of finances. They are 
established for the expenditure of labour, materials, fuel, 
electricity per unit of output, and also for the utilisation 
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of equipment, semi-finished products and for stocks of 
raw materials and fuel, etc. 

Quotas cannot be established once and for all. They 
improve with economic development, technological prog- 
ress, improvements in the organisation of labour and 
production. Particularly important is the improvement 
of the quotas for machinery and equipment utilisation, 
for example, the coefficient for the utilisation of the 
efficient volume of blast-furnaces, the yields of steel per 
square metre of the hearth of open-hearth furnaces, the 
number of operating hours of power stations, the yield of 
coal per combine, etc. The lowering of the quotas for labour 
and material expenditure per unit of output is also very 
important. 

The experience of go-ahead workers opens up vast possi- 
bilities for the improvement of the quotas for the utilisa- 
tion of machinery and equipment, for the economy of raw 
and other materials, the growth in labour productivity and 
the decrease of production costs. Socialist planning relies 
on the practice of advanced enterprises, progressive work- 
ers, engineers and technicians. Planned economic manage- 
ment pursues the aim of systematically introducing scien- 
tifically-based, progressive quotas in all branches of 
economy. 

Progressive planned quotas for the utilisation of machinery 
and equipment, raw and other materials and also for 
technological methods and terms for the execution of 
work must be reflected in the plan. At present quotas are 
being worked out for the labour expenditure required for 
the production of acentner of agricultural output in different 
zones. The level achieved in advanced collective farms and 
state farms is to serve as the basis for these quotas. 

Planned economy ensures every 
The plan opportunity for the rhythmical 
and rhythmical work of every enterprise. The con- 
ea stantly rhythmical operation of all 
enterprises is a condition for plan fulfilment. 

Thus, an enterprise works rhythmically if it produces 
every decade 32 to 34 per cent of the planned monthly 
volume. Some enterprises, however, produce only 10 to 
15 per cent of the monthly target in the first decade, and 
between 15 and 20 per cent in the second decade, which 
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means that they have to produce 65 to 70 per cent in the 
last decade. This means that these enterprises work below 
capacity at the beginning and in the middle of the month, 
adopting storm-tactics at the end. Such organisation 
naturally does not contribute to the enterprise’s perform- 
ance. 

The irregular output of production has a negative effect 
on the fulfilment of all plan assignments. Such work inter- 
feres with normal operating conditions, gives rise to dis- 
proportions in the utilisation of capacities in shops and 
departments. Workers stand idle and equipment is not 
used to capacity. The quality of production drops and the 
amount of rejects grows. 

Work according to schedule ensures rhythmical produc- 
tion. Monthly output targets handed down to every section— 
shop, department, team—stipulate total volumes, broken 
down by decades, sometimes even by days. The schedule 
makes it possible to control the progress made in the ful- 
filment of the monthly target constantly and to take meas- 
ures to remove obstacles and delays. 

The system of economic accounting 

e S and statistics is a most important 

; instrument of planning. Lenin said 

that socialism is accounting and that accounting is incon- 

ceivable without statistics. In the period of communist 
construction accounting becomes even more important. 

In socialist society accounting and reporting are organic- 
ally linked with the economic plan. Since the plan includes 
monetary and physical indicators, accounting is effected 
both in monetary and in physical form. 

P A smoothly functioning system of accounting and report- 

ing makes it possible to control the progress made in the 

falalment of the whole plan and of its separate parts. It 
elps to disclose what interferes with its fulfilment and 

E EER to improve work. Data on the fulfil- 

ag AN plan provided by the system of accounting 

f porting are indispensable for compiling the plan 
r the consecutive period. 


The principal types of accounting i iali 
untin; 
are statistics and book-keeping. a 


Pisa cy are summary numerical data on the processes 
ork in the national economy and in its separate sectors. 
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Statisties ensure the systematic collection and grouping of 
accounting data, their unity and comparability. For this 
reason statistics serve as the organising and leading prin- 
ciple in the whole system of socialist accounting. Without 
statistics there can be no scientific economic management 
based on an understanding of the laws of the socialist 
mode of production. 

Statistics put the finger on weak links in the development 
of the economy and warn well ahead of the danger of 
economic disproportions. The accuracy and opportuneness 
of statistical returns are of great importance to planned 
economy. 

Book-keeping is the method of recording the daily move- 
ment of material and monetary means at every enterprise 
and institution. It is conducted in the form of a balance 
and gives a characteristic of the financial results of an 
enterprise’s activity. The monetary indicators in book- 
keeping reflect all the aspects of the enterprise’s perform- 
ance, its successes in production and its shortcomings. 

Book-keeping is a means of controlling the fulfilment of 
plans, the state and movement of the material values and 
money, placed by the state at the disposal of the enter- 
prise. It must be exact and at the same time simple so as 
to be accessible to the broad mass of the working people. 
Good book-keeping organisation is an essential condition 
for the implementation of cost accounting battling against 
mismanagement and for successful plan fulfilment at every 
enterprise. 


3. IMPROVEMENT OF PLANNING IN MODERN CONDITIONS 


New system The concrete forms of planned 
of planning and economic management develop and 
Ce ee improve in keeping with changing 
conditions and the new tasks 
assigned to the economy. The improvement of the planned 
management of socialist economy is among the most 
important tasks of the economic reform now underway in 
the Soviet Union and in other socialist countries. 
The economic reform being carried out in accordance 
with the decision of the September (1965) Plenum of the 
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Central Committee and the 23rd Congress of the CPSU 
consists of a system of measures aimed at improving the 
management of industry and planning, and at granting 
more economic incentives for industrial production. The 
economic reform proceeds from the leading role of cen- 
tralised planned management in the development of Soviet 
economy. Its main purpose is to improve the system of 
planned management and management methods, to make 
them correspond to the wider tasks of communist construc- 
tion, to develop the basic aspects and advantages of the 
socialist mode of production and to utilise them to the 
fullest extent. 

The growth and development of socialist economy have 
evolved the objective need to improve the organisational 
forms of economic management on the basis of the Lenin- 
ist principle of democratic centralism. This means that 
outmoded forms of management have to be replaced by 
new forms corresponding to the new requirements of the 
development of the productive forces and relations of 
production in socialist society. A 

The new system of management creates more favourable 
conditions for the rational utilisation of the country’s 
gigantic productive forces, for the rapid growth of the 
national welfare, and for the complete utilisation of the 
advantages of the socialist system. 

The Communist Party has made a 


pre iers is deep analysis of the experience 
a branch principle gained in the organisation of indus- 


trial management over the past few 
years and has found serious shortcomings stemming from 
the rejection of the branch principle. Even though at first 
the organisation of industrial management through Econ- 
omic Councils did exhibit certain advantages, with the 
passing of time the shortcomings of this system came ever 
more strongly to the fore. Negative consequences followed 
the rejection of the branch principle. 

The management of the branches of industry deteriorat- 
ed, the unity of technological policy suffered and highly- 
skilled personnel dispersed. The many-layered system of 
Management with a large number of bodies that evolved 
led to the wasteful duplication of efforts and to irrespon- 
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sibility. Endless co-ordination of questions interfered with 
operational efficiency. 

To remedy these shortcomings it was decided to reor- 
ganise the industrial management according to the branch 
principle: Union-Republican and all-Union ministries were 
organised for the various branches of industry. 

This was not a simple return to the former ministries. 
The new ministries organise the management of the 
branches of industry in a new way by combining adminis- 
trative methods with the all-out development of cost 
accounting methods and economic stimuli. This substan- 
tially expands the economic independence of enterprises 
and their associations, and further develops the Leninist 
principle of democratic centralism. 

The national economic plan is to assign greater impor- 
tance to the planning by branches, combining it correctly 
with the planning by republics and economic areas. 

The new system of management 


Extension substantially extends the economic 
of the rights and independence and initiative of 
responsibilities 


enterprises and their associations. 
Prior to the reform the work of 
enterprises was regimented by a large number of plan 
indicators. This restricted the independence and initiative 
of enterprises, lowered their responsibility for the effective 
organisation of production. 

At present the number of plan indicators being handed 
down (endorsed) to the enterprise from above has been 
reduced. The enterprises receive only the following plan 
targets: 

total volume of output to be marketed, 

basic nomenclature, 

wage fund, 

sum total profits and level of profitability, 

payments to budget and budgetary allocations. 

In addition to the above, the following indicators are 
handed down to enterprises: the total volume of central- 
ised capital investments and targets for the commissioning 
of productive capacities and fixed assets; basic targets 
for the introduction of new equipment; volume of deliveries 
of materials and equipment. os 

All other indicators of the enterprise’s economic activity, 


of enterprises 
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including the number of employees, labour productivity, 
average wage and cost of production, are planned by every 
single enterprise independently, and are not subject to 
approval by superior organisations. 

Excessive regimentation of the economic activities of 
enterprises is being eliminated. Enterprises are provided 
with the means they need for production development. The 
legal guarantees of the extended rights of enterprises have 
been laid down in the Statute of Socialist State Productive 
Enterprises. The enterprise is freed from unnecessary 
tutelage and is given the opportunity to solve its problems 
in the most expedient way in keeping with concrete pro- 
duction conditions. 

The economic reform is being implemented gradually, 
as the conditions for the transition of the enterprises and 
branches of industry to the new conditions of management 
mature. 

The new system of management grants wide operational 
and economic independence to the enterprise in looking 
for ways and means to fulfil plan targets, provides for 
the development of direct links between producer enter- 
prises and consumers and between industrial enterprises 
and trading organisations. Developing the principle of 
democratic centralism in economic management, the 
Party is guided by Lenin’s instructions on the need to 
extend the rights and the responsibility of enterprises 
in every possible way. 
23rd Congress of The five-year plan for 1966-70 
the CPSU on the main Worked out on the basis of the 
— of the é Directives of the 23rd Congress of 
Pina pen oe the CPSU is a new important stage 
the USSR for 1966-70 in the struggle of the Party and the 
entire Soviet people for the crea- 
d technical basis of communism and 
gthening of the country’s economic and 


tion of the material and 
the further stren; 
are potential. 

e main task of the new five-year plan, as defined b 
the 23rd Congress of the CPSU, = to ee through te 
utmost application of the achievements of science and 
technology, the industrial development of the whole of 
Social production, and the enhancement of its efficiency 
and higher labour productivity—a considerable growth of 
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industry and stable high rates of agricultural development, 
thereby achieving a substantial rise of living standards and 
fuller satisfaction of the material and cultural requirements 
of all Soviet people. 

The tasks of the five-year plan are called upon to ensure 
the development of the material and technical basis and also 
to advance the living standard of the people. The increase 
in the volume of output will go hand in hand with pro- 
found qualitative changes in the economy. The growth of 
the productive forces will be paralleled by an improvement 
in socio-economic relations. 

The targets of the five-year plan are called upon to 
ensure the technological re-equipment of all branches of 
social labour on a highly productive industrial basis. Owing 
to the consistent implementation of the Party’s general line 
on the socialist industrialisation of the country the Soviet 
Union now has a powerful industrial base with a wide 
network of specialised engineering and instrument-build- 
ing plants, which makes it possible to introduce industrial 
methods in all the branches of the economy. 

Industrialisation was and continues to be the general 
line of Soviet economic development. But the framework 
of industrial development has extended enormously. In the 
first stages of the industrialisation the Party and the people 
faced the task of transforming the Soviet Union from an 
agrarian into an industrial country. This task was fulfilled 
through the extensive development of industry, the building 
of new factories, notably in heavy industry. At present 
industrial development consists in the intensification of 
production and raising its effectiveness in all economic 
branches and spheres. 

Heavy industry plays the decisive role in the technical 
re-equipment of all branches of economy. Its leading 
branches—power engineering, machine-building, the chem- 
ical industry—are to be developed at a higher rate than 
industry as a whole. The development of these branches 
creates the material conditions for technological progress 
and for raising the labour productivity. A new feature in 
the industrial development of our country in the present 
five-year period is the rise of the technological level of the 
branches catering directly for the people’s requirements: 
of agriculture, the food and light industries, trade and 
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public catering, the services sector, transport, communica- 
tions, and the transformation of the services sector into a 
mechanised branch of the economy. The provision of all 
branches with modern equipment will be a further step 
towards the creation of the material and technical basis 
of communism. 

The five-year plan provides for higher growth rates of 
social production and of the national income. The aggregate 
social product will increase yearly by an average of more 
than 7 per cent as compared with the annual increment of 
just over 6 per cent during the preceding five-year period. 
The average yearly absolute increment of industrial output 
will comprise 22,000-23,000 million rubles as against 
15,800 million rubles in the preceding five-year period. 
The volume of industrial output will grow during these 
five years by about 50 per cent, the agricultural output by 
25 per cent. 

The capital investments in the economy will amount to 
about 310,000 million rubles, i.e., will exceed those of the 
preceding five-year period by 50 per cent. This ensures 
the development of all branches of economy and all Union 
republics. 

The main aim of socialist production is to satisfy the 
growing material and cultural requirements of the people 
to an ever fuller degree. The Directives for the 1966-70 
five-year plan provide for a further substantial rise in the 
people’s welfare on the basis of higher labour productivity, 
increased output of material wealth and the accelerated 
growth rate of the national income. 

As a result of the fulfilment of the five-year plan much 
will be done to obliterate the essential distinctions between 
town and country, between labour by brain and labour 
by hand. The political and material basis of the alliance 
of the working class and the peasantry will grow even 
stronger. The fraternal union of peoples inhabiting our 
country will further consolidate. The economic ties of the 
Soviet „Union with other socialist countries and the young 
sovereign countries will be further developed. 

The methods of economic development and management 
worked out by the Party in recent years will be further 
developed in the current five-year period. A correct com- 
bination of scientifically based centralised planned manage- 
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ment with the development of the economic initiative and 
independence of enterprises is an important condition for 
the successful fulfilment of the new five-year plan. 


REVISION QUESTIONS 


1. Why is planned economy essential under socialism 
and what are its advantages? 

2. What is the role played by long-term and current 
plans in the development of socialist economy? 

3. What is democratic centralism in economic develop- 
ment? 

4. What is the principal content of the new system of 
planning and economic stimulation? 















Chapter XII 
SOCIALIST COMMODITY PRODUCTION 


1. SPECIFICS OF COMMODITY PRODUCTION UNDER 
SOCIALISM 


Elsner a = The abolition of the private 
Soa tania a: ownership of the means of 
à production and the establishment 
of public ownership radically change the character of 
commodity production and the role of commodity-money 
relations. š 
In socialist society the absolute bulk of the output is 
produced at socialist enterprises. The predominant part 
of it is produced at state enterprises and therefore is the 
property of the people as a whole. A definite part is 
produced at the collective farms and comprises the public 
property of groups of working people. The output of social- 
D production embodies directly social labour, organised 
ae Said isle and not the private labour of 
pO oe: Tae E production under socialism is 
Vee p is Ra from the contradictions bred by the 
pie ee ; 2 uction under the domination of the private 
commodity ots A of production. This is new, socialist 
1e Programme of the CPSU points o i ; 
plea: construction full use must te made pi ee 
ihe pL aonr in accordance with the new content 
aeons aes in the Socialist period. A major role is played 
isation of such instruments for economic devel- 


opment as cost accountin; i 
, mone i 
profit, trade, credit, Manes -o 
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The product of socialist production 
is the bearer of new, socialist pro- 
duction relations between people. 
The commodity as a product of 
socialist production is, on the one hand, a use value, and 
on the other, a value. 

In the socialist system of economy there is no contra- 
diction between the use value and the value of the com- 
modity, which under the domination of private property 
embraces in embryo all the antagonisms of the capitalist 
mode of production. This does not however mean that 
under socialism there are no contradictions between the 
use value and the value of the commodity. There are times 
when some products cannot be sold because of their low 
quality or their high price. 

In perfecting the methods of planned economic manage- 
ment due account is taken of the fact that contradictions 
between the use value and value of the commodity pro- 
duced in socialist countries are possible. When the gross 
output was the main indicator regulating an enterprise’s 
activity, the enterprise sometimes fulfilled the plan by 
producing output which did not correspond to the existing 
demand. Under the new system of management one of 
the plan targets being handed down to the enterprise is 
the volume of output to be sold. This means that in order 
io fulfil the plan its output must correspond to social 
requirements. This removes the possibility of a glut—a 
result of the contradiction between the use value and the 
value of the commodity. : 

The magnitude of the commodity’s value is determined 
not by the individual labour expenditure, not by the 
amount of labour actually spent on its production, but by 
the amount of labour socially necessary for its production 
and reproduction. At every stage of the development of 
socialist society each product embodies a definite amount 
of socially necessary labour, depending on the technolog- 
ical level, the organisation of production, and the level of 
labour productivity achieved at that stage. i 

In socialist economy we understand under compensation 
of expenditure the compensation of socially mecessary 
expenditure. If, for example, the enterprise produces 
articles that are not wanted, the compensation it receives 


Commodity under 
socialism: its use 
value and value 
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for its expenditure will directly decrease the total amount 
of society’s material wealth. The same thing happens when 
an enterprise spends more labour and material resources 
on the production of its output than necessary under con- 
crete production conditions. 

Under capitalism enterprises, in which the individual 
expenditure of labour and materials is higher than the 
socially necessary one, are doomed to ruin and extinction. 
In socialist society such enterprises are in a planned way 
raised to the level of advanced enterprises by modernising 
their equipment, improving technology and organisation 
of labour and production, and by eliminating the causes 
responsible for the unproductive expenditure of labour 
and material resources. 

Changed production conditions, the introduction of 
better equipment and technology and the growth of labour 
productivity change the amount of socially necessary 
labour embodied in a unit of output. 

These objective factors are taken into account by society 
in the planned management of the economy when prices 
are fixed, labour is paid for, etc. 

The value of a commodity is the 
ee casha a social expenditure on its produc- 

tion. A distinction should be drawn 
between the value of a commodity and the costs of its 
production at a given enterprise. 

_The production costs are made up of the total expen- 
diture a particular enterprise incurs on the production 
of a definite commodity. 

The production costs of a commodity constitute only part 
of its value. They do not include the part of its value 
embodying the surplus labour. The direct expenditure of 
an enterprise on production of the commodity consists of 
a number of elements. 

This is, first of all, the remuneration of the labour of 
workers at the enterprise in question, i.e., the wages. 

Secondly, it includes the expenditure on raw and other 
materials and fuel. 

Thirdly, it is the expenditure on the restoration of the 
fixed assets, i.e., of the means of labour used in produc- 
tion. To ensure the stable functioning of an enterprise the 
worn means of labour must be systematically renewed: 
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buildings and all installations and structures serving pro- 
duction must be repaired or substituted, machinery and 
equipment must be repaired or renewed, tools must be 
replaced and supplemented, and so on. 

The sums spent on wages and to pay for raw and other 
materials and fuel are charged fully to the costs of the 
output produced during a given period. This does not apply 
however to the expenditure on the restoration and renewal 
of machinery, equipment and productive structures. 

This expenditure cannot be fully charged to a definite 
single production process or to a definite part of the 
produced output. It is included in the cost of the total out- 
put produced with the help of these means of labour during 
the whole period of their service in proportional shares 
as deductions on depreciation. 

Depreciation is the compensation for the wear of the 
fixed assets, which gradually transfer their value to the 
newly produced output. Depreciation deductions are part 
of the expenditure on the production of output and their 
size affects the production costs. The sum of depreciation 
deductions during the whole service life of the fixed assets 
must be sufficiently large to compensate for all the expen- 
diture on the acquisition of these assets and on their partial 
restoration and modernisation. 

In addition to the expenditure on wages, raw and other 
materials and the depreciation deductions production costs 
include also other expenditure connected with the organisa- 
tion of production in the shops and in the enterprise as 
a whole. This is the wages of the administrative personnel 
and the engineers and other technical workers and also of 
the servicing personnel. This includes also the expenditure 
on the repair of various production buildings and structures, 
expenditure on the power equipment of the enterprise and 
on intra-factory transport. This group of expenditure is 
called the general factory and shop expenditure. 

Finally the full production costs include also the expen- 
diture on the sale of the output: expenditure on ware- 
housing, packing, transportation, ete. Á 

The ratio of the different components of the production 
costs is known as their structure. The production costs 
structure differs in the various branches of industry; it 
differs also in individual factories of a single branch, 
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depending on their size, technical equipment, situation, ete. 

In the extractive industry wages account for a large 
share of the production costs, since the objects of labour 
(coal, ore) are given by nature. These are labour-intensive 
branches. In the manufacturing industry, on the other 
hand, material expenditure accounts for the larger share 
of the production costs. These are material-intensive 
branches. In some branches of industry—the power-inten- 
sive industries—the expenditure on electric power (non- 
ferrous metallurgy, for example) is very high. Finally there 
are branches of industry in which the share of equipment 
depreciation is very high (in the oil industry, for example). 
These are branches in which the capital/produci ratio is 
high. As regards the overall structure for the whole of Soviet 
industry in 1964, the production costs structure in industry 
was as follows: raw and other basic materials accounted 
for 63.6 per cent, auxiliary materials 4.6 per cent, fuel 
3.2 per cent, power 2 per cent, depreciation 4.9 per cent, 
wages plus social insurance charges 18.4 per cent and other 
expenditure 3.3 per cent. 


na á One of the vital tasks of economic 
eee quality development at the present stage is 
4 , to achieve a radical improvement 
in the quality of output. Modern technological progress 
calls for the constant improvement of machinery, machine 
tools and equipment. Outmoded types of equipment arrest 
the growth of production and put a brake on the rise in 
labour productivity. The branches producing means of 
labour must keep pace with the progress of science and 
technology, must produce output corresponding to the 
modern level of technological development. It is particu- 
larly important to lengthen the service life of machinery 
and to raise its reliability and precision. ‘ 

Technological Progress puts increasing demands on 
materials. Many modern industries require materials of 
nek purity, great strength, etc. 

e growth of the Soviet people’s welfare puts ever 
oo demands on the quality of consumer Sends. The 
AEREN ARRA erenn clothes and footwear, modern 

Finally, in view of Soviet goods being place the 
world market, where they have to inele, Poo the 


272 





goods of the highly advanced capitalist countries, it is 
particularly essential for Soviet goods to be superior to 
foreign goods in quality. 

The higher the quality of output, the more effective and 
productive is social labour. One of the main tasks of the 
present five-year period is to raise the quality of output 
so as to ensure all branches of the economy with better 
means of production (highly productive machinery, equip- 
ment and instruments, high-quality raw and other mate- 
rials), and the population with a wide range of goods satis- 
fying the growing demands of the Soviet people. 


2. THE ROLE OF THE LAW OF VALUE 
IN PLANNED ECONOMY 


Objective character 
of the law of value 
in socialist economy 


The planned management of the 
economy makes it necessary to 
commensurate and compare the 
expenditure on production with its results. The expen- 
diture on production consists, first, of the expenditure of 
live labour and, secondly, of the expenditure of labour 
embodied in the form of means of production—raw mate- 
rials, fuel, machinery and equipment. The effectiveness of 
social production is highest when each enterprise provides 
maximum results at minimum outlay. Only the comparison 
of the sum total of production expenditure with its result 
enables us to evaluate how this immutable law of socialist 
economic management is being observed by an enterprise. 

Furthermore, under any social system the production 
of output in keeping with the various demands requires an 
expenditure of a definite amount of social labour. The need 
for the distribution of social labour in definite proportions 
cannot be ruled out by any social system. In all and every 
society the working time at the disposal of society is in 
one way or another distributed among the various branches 
of production. 

The planned distribution of social labour and of the 
means of production among the individual branches and 
enterprises requires an accurate commensuration of the 
expenditure of labour and material means with the results 
of production. To compare the expenditure of an enterprise 
over a definite period of time with the mass of the output 
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produced during that period both the expenditure and the 
results of production must be reduced to a common denom- 
inator. Only value and the economic categories based on 
it can be used as such a common denominator. 

The following question may arise in this connection: 
cannot the expenditure and the results of production be 
compared directly in units of labour, for example, in work- 
ing hours or days, without resorting to value categories 
such as price, production cost, etc.? 

The answer to this question is no. Although socialist 
labour has a directly social character it is not homogeneous 
as regards its quality. In this respect it differs from labour 
under full communism. There still is a difference between 
physical and mental labour, between the labour of work- 
ers and collective farmers. The skills of different workers 
are also not identical. Different branches of the economy 
and individual enterprises differ as regards the mechanisa- 
tion of labour in them. 

In these conditions a comparison of the expenditure on 
production with its results can be based only on the law 
of value. Under capitalism the law of value operates blindly, 
spontaneously. In socialist economy it is used consciously 
by socialist society for the planned organisation of the 
economy. 

Thus, the law of value is an objective economic law of 
the socialist mode of production. Economic methods of 
planned economic management and the economic stimula- 
tion of production are based on this objective law. 

In the period of communist construction the full mastery 
of the law of value is a condition for the economic stimula- 
tion of production, thrifty management, the multiplication 
of social wealth and the advance of the people’s welfare. 
Value categories give socialist society an objective yardstick 
gauging the effectiveness, expediency and rationality of 
any economic measure. They ensure the correct refunding 
of the expenditure of enterprises and economic branches. 
Value categories help to prepare the conditions for the 
transition to the highest phase of communism. 

_Communist society will be guided directly by the prin- 
ciple of labour economy in economic development without 
resorting to the expression of labour expenditure in terms 
of value. Then, with the transition to a single public com- 
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munist form of property and to the communist system of 
distribution, commodity-money relations will become 
redundant and will fade out. 

For socialist economy to function 
System p normally there must be a definite 
of value relations system of interlinked value rela- 
under socialism : 3 E a 

tions, including price and profit, 
wages and bonuses, trade, finances and credit, differential 
rent, interest, taxes, etc. The economic methods of planned 
management, the strengthening of which comprises the 
most important aspect of the new system of management, 
are based on that system of value relations. The economic 
reform aims at strengthening and developing cost account- 
ing, enhancing the economic stimulation of production with 
the help of the system of the value categories of socialism. 

Value categories of socialism have an entirely different 
socio-economic content from the analogous categories of 
capitalism. 

Under the domination of private property price is a 
form of expression of the law of value which, in conditions 
of anarchy of production and destructive competition, 
operates spontaneously. In socialist economy price is one of 
the most important means of planned economic develop- 
ment, a form of the expression which the operation of the 
law of value assumes under public ownership of the means 
of production. 

Under capitalism wages are the price of labour power 
the proletariat sells to the capitalist. In socialist economy 
wages are a form of remuneration of the labour of work- 
ers who are free from exploitation and are engaged in 
social production. etn 

Under capitalism profit is the fruit of the exploitation 
of labour by capital, it embodies the surplus value created 
by the unpaid labour of the workers and appropriated by 
the class of the capitalist exploiters. In socialist economy 
profit is the yardstick determining the contribution made 
by each enterprise to the development of social production, 
and the multiplication of social wealth. i 

The character and role of all other value categories 
changes in the same way. Instead of being forms expressing 
capitalist relations of production, they all become forms 
expressing the production relations of socialism. 
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The system of socialist value relations, regulating the 
exchange of activities in socialist economy, serves as a 
basis for effective economic stimulation. In socialist society 
there is no objective basis for the emergence of contra- 
dictions between the interests of individual working peo- 
ple, the staffs of enterprises and the interests of society. 
However, such contradictions are not inevitable. And if 
they do occasionally arise, it is because the system of eco- 
nomic stimulation is at fault. This system is called upon to 
ensure conditions under which what is profitable for 
society is profitable also for the staff of enterprises 
and for each worker. 

The novelty of the commodity- 
money relations in socialist econo- 
my consists in the fact that they 
express socialist production rela- 
tions, relations of the socialist production organised along 
planned lines. In socialist society the law of value differs 
radically from that law under capitalism both as regards 
content and form. 

_Under socialism every labouring man receives from so- 
ciety as much as he gives to society minus the share going 
to satisfy social requirements. The amount of labour he 
gives to society in one form is returned to him in another. 
This relates not only to individual workers but also to 
entire collectives, enterprises, branches. For an enterprise 
or branch to develop normally its expenditure must be re- 
funded. If, for example, agriculture were not refunded its 
expenditure, it would not be able to advance. Material 
ee of production is based on the refund of expen- 

iture. 

This determines the fundamental features of socialist 
commodity production, of the law of value and of all the 
categories connected with that law under socialism. 

First, in socialist economy the law of value is no longer 
a force operating spontaneously through endless price fluc- 
tuations. The socialist law of value cannot lead to anarchy 
of production and destructive crises. 

Z Secondly, with the abolition of the exploitation of man 
eran ee power stops being a commodity, an object 
k on ught and sold. With the socialist reorganisa- 
ion of agriculture land also stops being an object that can 
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be bought and sold. Therefore, under socialism the law of 
value does not have the consequences it inevitably has 
under the domination of private property. It cannot give 
rise to capitalist relations with all the contradictions in- 
herent in them. This is because in socialist society the 
means of production cannot turn into means of exploita- 
tion, into capital. Only articles of consumption can be 
bought and turned into personal property. 

In this way in socialist society the law of value and the 
categories based on it—price, wages, profit, ete——acquire 
a new content. They are economic categories of planned 
socialist economy, excluding the exploitation of man by 
man, anarchy of production, etc. 

In the socialist economic system the law of value is not 
alien to the planned, proportional development of the eco- 
nomy but is indissolubly bound up with it. The law of value 
becomes an inalienable component of the whole system of 
objective economic laws of socialism. Scientific planning 
is based on an ever sounder understanding and application 
of these laws. 

The unity of these laws, their indissoluble interconnec- 
tion and interaction create the objective need for centra- 
lised planned economic management combined with the 
extensive operational and economic independence of the 
basic economic cells, of the socialist enterprises. This com- 
bination presupposes the all-round development and streng- 
thening of the economic methods of planned management 
with the help of the system of socialist value categories, 
such as price and profit, wages and bonuses, credit and 
interest, trade and finance. 

The practice of socialist construction, founded on the 
fundamental principles of Marxist-Leninist theory and on 
the creative experience of the popular masses, has evolved 
a system of economic methods, which in aggregate can be 
used to ensure rational business management. These 
methods are based on an organic combination of planned 
economic management with the conscious utilisation of the 
law of value. á i 

The value categories of socialist commodity production 
are objective criteria for evaluating the performance of 
enterprises, their staff and every separate worker. They 
help solve the economic and technological problems con- 


277 























stantly facing the economic bodies, industrial and agri- 
cultural enterprises, their associations and construction and 
design organisations. Economic methods regulate in the 
best possible way the relations between industry and agri- 
culture, economic branches, enterprises, ensuring the refund 
of the socially necessary expenditure and the remuneration 
of labour in accordance with its quantity and quality. 

The extensive utilisation of socialist value categories and 

economic stimuli is an important condition for improving 
the country’s economic planning, ensuring the balance and 
effectiveness of economic plans, the correspondence be- 
tween production, consumption and accumulation and cor- 
rect proportions in the economy. 
The price of a commodity pro- 
duced in a socialist enterprise is a 
monetary form of its value. Having 
mastered the law of value the socialist state fixes prices 
on commodities proceeding from the socially necessary 
expenditure of labour on their production. 

The Programme of the CPSU states that the system of 
prices should be constantly improved, that it should be 
brought in line with the tasks of communist construction, 
with technological progress, with the growth of production 
and consumption and cuts in production outlays. Prices 
must, to a growing extent, reflect the socially necessary 
expenditure of labour, ensure the return of production and 
circulation outlays and a certain profit for each normally 
working enterprise. 

Hence, the price of a commodity is based on its value, 
i.e., on the sum total of socially necessary labour expended, 
the expenditure of the live and embodied labour needed 
for the production of the commodity. 

Price serves first and foremost as a universal means of 
accounting in planned socialist commodity production. In 
addition the price category fulfils also a number of other 
functions. Prices are fixed to stimulate technological pro- 
gress, expand production and steadily lower costs. Further- 
more, prices are fixed so as to co-ordinate the consumer 
demand for definite commodities with the possibilities of 
increasing their output. That is why it is sometimes neces- 


sary to fix for some commodities prices which deviate from 
their value. 


Price in socialist 
economy 


278 


The price policy being conducted by the socialist state 
serves to promote the constant improvement of produc- 
tion techniques. Prices must promote the output of better 
kinds of equipment. machinery and instruments. At the 
same time they must become instrumental in making en- 
terprises stop the production of outmoded types of prod- 
ucts. 

An important aspect of the price policy is that it pro- 
motes economy in the expenditure of scarce types of raw 
materials, the introduction of new materials and the tran- 
sition to locally available fuel and raw materials. The price 
policy is a means of struggle against excessively distant 
and unrational freight transport. The relation of prices of 
individual commodities is fixed to stimulate the consump- 
tion of goods the output of which can be rapidly expanded 
(owing to the availability of raw materials, productive ca- 
pacities, etc.). 

The basic trend in price policy in the period of com- 
munist construction is to lower the prices in an economi- 
cally rational way on the basis of the growth in the labour 
productivity and the reduction of production costs. An es- 
sential condition for the lowering of retail prices is a cut 
in the production and circulation costs per unit of output. 


3. MONEY IN SOCIALIST ECONOMY 


The functions 
of money in 
socialist society 


The operation of the law of value 
under socialism makes it necessary 
to have a monetary system. The 
value categories—price, production cost, wages, profit, etc. 
—are expressed in terms of money. 

In the socialist economic system money expresses so- 
cialist production relations and serves as an important in- 
strument of planned economic management. It fulfils a 
number of functions. 

First, money serves as a measure of value. The value of 
the commodity—all socially necessary expenditure of live 
and embodied labour spent on its production—can be 
counted and expressed only in terms of money. The value 
of the commodity is expressed in a definite sum of money 
comprising its price. In this connection money is also a 
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yardstick measuring prices: it serves to compare and to 
commensurate the prices of commodities. 

In its function as a measure of value money serves as 
a means of public control over the measure of labour and 
the measure of consumption of the members of society. 
The labour of the members of society is measured in terms 
of money. The factory and office workers, and to a high 
degree also collective farmers, receive money for their 
work. 

In its function as a measure of value money also serves 
as an instrument of cost accounting. The labour expendi- 
ture necessary for the production of commodities, the ex- 
penditure of raw and other materials and fuel, the wear of 
equipment, buildings, the expenditure on the management 
of production, freight transportation, the delivery of goods 
to the consumer through the trading network, etc., are all 
expressed in terms of money. The results of an enterprise’s 
performance can be expressed most fully and in a most 
general way in terms of money. 

Secondly, under socialism money serves as a means of 

circulation. The factory ‘and office workers employed at 
state enterprises and institutions spend their wages on the 
purchase of goods. The collective farmers also buy goods 
for their money incomes. The sale and purchase of com- 
modities is effected through the instrument of money. 
3 As distinct from capitalism, under socialism money in 
its function of a means of circulation does not evolve con- 
tradictions and is not fraught with the threat of crises. In 
their bulk, the goods sold in socialist society are the prod- 
uct of direct, social labour. For this reason the sale of 
goods does not encounter the obstacles which under capi- 
talism arise from the contradiction between the social char- 
acter of production and the private capitalist form of 
appropriation. 

If some commodities cannot be sold, if in certain cases 
we observe overstocking, this is due to the inferior quality 
of the goods, defects in the work of trading organisations, 
ete. Such defects are not rooted in the socialist economic 
system and are removed by the improvement in economic 
management. 7 

Thirdly, in socialist society money serves as a means of 
payment. As a means of payment money is used to settle 
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accounts between socialist enterprises, to pay wages to fac- 
tory and office workers, taxes, lottery winnings, interest 
on state loans, etc. Under capitalism money in its function 
of a means of payment aggravates the contradiction in- 
herent in the commodity and hence contributes to the 
maturing of economic crises. Socialist economy is free of 
these contradictions of capitalism. Socialist enterprises may 
delay the payment for goods and services only because of 
a failure to fulfil the production or construction plan, be- 
cause of the inferior quality of the output, the excessive 
production cost or slowness of the circulation of material 
means. Such payment difficulties are overcome by improv- 
ing the work of the enterprise and by increasing the respon- 
sibility of enterprises for the fulfilment of their contrac- 
tual obligations. 

Fourthly, in socialist society money fulfils the function 
of a means of socialist accumulation and saving. The mo- 
bilisation of the accumulations, forming in the whole 
economy, is also effected in the form of money. These 
means are used to expand socialist production, to streng- 
then the country’s economic potential and to provide 
for the material and cultural needs of the working 
people. 

Finally, money in a socialist state fulfils the function of 

world money. Thus, Soviet currency serves as a means of 
payment in the commodity exchange and other economic 
ties with the countries in the socialist system, and also with 
a number of countries outside that system. This role is 
also being played to a greater or smaller extent by the cur- 
rencies of other socialist countries, which have extensive 
economic ties with the outer world. 
Money must be stable if the social- 
ist economy is to develop success- 
fully. Therefore, the regulation of 
the money circulation is one of the principal tasks of 
planned economic management. 

The stability of money in socialist society is ensured first 
and foremost by the enormous commodity stocks accu- 
mulated in the hands of the state and sold by it at fixed 
prices. The stability of money is ensured also by the crisis- 
free development of the economy, the planned organisation 
of labour on a social scale. 


The law of money 
circulation 
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With the growth of the socialist economy the socialist 
monetary system becomes stronger. This can be seen from 
the example of the Soviet monetary system in the post-war 
period. Owing to the growth of the industrial and agricul- 
tural output the real incomes of the population have grown 
substantially. i 

In an economy, in which there are commodity-money 
relations, the amount of money needed for circulation is 
determined by the sum of the prices of commodities in cir- 
culation and the rate of the money turnover. The larger 
the sum of prices of the circulating commodities, the more 
money has to be in circulation. At the same time the faster 
the money turnover the less money is needed in circula- 
tion. This is the law of money circulation. A violation of 
this law, i.e., the issue of an excessive amount of money 
leads to a rise in prices. The amount of money in circula- 
tion can be reduced where accounts are settled by written 
orders. i 

One of the tasks of planned economic management is to 
ensure the correspondence between the mass of commodi- 
ties being offered for sale and the amount of money in 
circulation. This correspondence is established through the 
eredit and finance system of socialism, by increasing the 
production of commodities and expanding trade. a 


REVISION QUESTIONS 


. What are the specifics of socialist ity 
bgt ate ist commodity pro 

. What is the role of the law of value in socialist econ- 
omy? 


- What importance has the high i a 
uality of t 
economic development? Ey OF output. fo 


Chapter XIII 
COST ACCOUNTING AND PROFITABILITY 


1. SOCIALIST PRODUCTIVE ENTERPRISE 


The socialist economic system em- 
braces tens of thousands of state- 
owned enterprises in industry, con- 
struction, agriculture, transport and other branches of econ- 
omy. In addition to state enterprises there are collective 
farm and co-operative enterprises, primarily collective 
arms, producing the absolute bulk of agricultural prod- 
ucts. 

An enterprise is a production unit and at the same time 
a technological unit. Every enterprise manufactures prod- 
ucts of a definite kind, and has a corresponding produc- 
ive apparatus and uses corresponding types of raw and 
other materials for this purpose. At the same time an en- 
erprise is a socio-economic unit—a collective of people 
employed in the given cell of the economy. 

An enterprise is the basic, primary cell of the economy. 
ts activities affect the whole of planned socialist economy. 
At present many enterprises are very large production 
units. There are branches in which a single big enterprise 
oroduces as much, or more, than was produced by the 
corresponding branch in the whole of pre-revolutionary 
Russia. 

The state provides material and monetary resources to 
every enterprise: buildings, machinery, equipment, raw 
material stocks, fuel, etc. The enterprise sells the products 
it produces or procures and covers its expenditure out of 
the proceeds. A socialist enterprise acts in a legal capacity 
and as an economic unit and bears responsibility for the 
results of its activities. Its activity is based on a combina- 
tion of centralised guidance with economic independence 
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and its own initiative. Working in accordance with the 
plan on a cost accounting basis, it must achieve maximum 
results with a minimum expenditure of labour, material 
and financial resources. For this purpose the enterprise 
must use its productive capacities, internal reserves, the 
land at its disposal, and other natural resources to the 
maximum. 

The enterprise must observe a strict regime of economy, 
introduce the latest achievements of science, technology, 
advanced experience, progressive quotas for the expendi- 
ture of raw and other materials, fuel and electric power; 
it must lower production costs and raise the profitability of 
production. The enterprise is able to achieve such results 
since it is granted with rights and is given every oppor- 
tunity to display economic initiative. 

A new and very important form of organisation of in- 
dustry that has been advanced by practical requirements 
are branch associations working on a cost accounting basis. 
The setting up of such associations opens up extensive pos- 
sibilities for specialisation, co-operation and concentration 
of production, promotes the rational utilisation of skilled 
personnel and better technological and economic manage- 
ment of the enterprises. 

The state allots material and monetary means to the so- 
cialist enterprise working on a cost accounting basis. These 
means are the assets of the enterprise. 

The enterprise uses its assets for the production of output. 
The finished output is realised, i.e., is sold for money 
to other production enterprises or to trading organisations. 
The enterprise uses the proceeds to pay for the expenditure 
needed to continue production. In this way the assets 
issued to the enterprise are in constant turnover. 

The means of production at socialist enterprises form 
their productive assets. They are divided into fixed assets 
and the assets in turnover. The fixed assets embrace the 
means of labour, the assets in turnover—the objects of 
labour. 

The fixed assets serve the production process over a 
number of production cycles. They transfer their value to 
the finished product Piecemeal over a long period. They 
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maintain their physical form during the whole production 
process. 

The assets in turnover are completely used up in every 
production cycle. Accordingly they transfer their value to 
the finished products in full. During the production proc- 
ess they change their form and become new products, 
satisfying some social want. 

The assets in turnover of an enterprise are made up, 
first, of the subjects of labour that have not yet entered 
the production process and, secondly, the subjects of labour 
that are already in the production process. In accordance 
with this division the assets in turnover consist of: 1) the 
production stocks (stocks of raw materials, fuel, etc.) and 
2) of the work in progress. 

In addition to the productive fixed assets the enterprise 
has also non-productive assets. These are the fixed assets 
consisting of the enterprise’s houses, schools, clubs, hospi- 
tals, etc. 

In addition to the productive assets every enterprise has 
definite assets on hand. These are the means of the enter- 
prise serving in the sphere of circulation. They include 
finished but unsold output and the money resources of the 
enterprise designed for the payment of wages, the pur- 
chase of raw and other materials and for sundry pay- 
ments. 

The productive assets in turnover and the assets on hand 
form the circulating assets of the enterprise. Part of the 
circulating assets have been placed at the disposal of the 
enterprise by the state. These are the enterprise's own cir- 
culating assets. The other part consists of borrowed funds 
loaned to the enterprise by the bank. h 

All assets and means of the enterprise must be used in 
a clever, rational way if the enterprise it to work effec- 
tively. This means that the fixed assets—productive areas, 
buildings, equipment, machinery, lathes, etc.—must be 
used to the maximum. This presupposes also the economic 
expenditure of the circulating assets: the lowering of the 
expenditure of raw and other materials, fuel per unit of 
output, an acceleration of the turnover of the circulating 
assets by eliminating surplus and superfluous stocks and 
by accelerating the sale of the finished output. 
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Definite economic relations exist 
between society, the enterprise and 
every individual worker. Society 
grants the enterprise extensive 
rights and this imposes on the staff 
of the enterprise definite obliga- 
tions to society, as represented by the socialist state. 

The vital interests of all members of society coincide 
under socialism because the means of production are 
public property. All members of socialist society are keenly 
interested, first, in the existence and consolidation of the 
socialist social and political system and, secondly, in the 
growth and flourishing of socialist economy, for this is a 
precondition and at the same time the main guarantee of 
their growing welfare. It is thanks to this that public inter- 
est plays the leading role under socialism. 

Society, each enterprise and every single labouring man 
pursue in the main identical interests. This does not mean 
however that their interests automatically coincide in every 
practical question and in every concrete case. 

Socialist economy presupposes, first, the operational and 
economic independence of enterprises within definite limits 
and, hence, the need for an equivalent compensation for 
the efforts of their personnel. Socialist economy presup- 
poses, secondly, observance of the principle of remunera- 
tion of workers in accordance with the amount and qua- 


The economic 
relations between 
society, the 
enterprise and every 
individual worker 


lity of labour expended by them for the benefit of society. 


Yet, these distinctive features make possible the emergence 
of differences between the interests of society, production 
collectives and individual working people, and it is there- 
fore necessary to use rational methods of economic stimu- 
lation to ensure the required community of interests. 
Contradictions between the direct economic interests of 
the enterprise and society as a whole emerge under socia- 
lism only if the system of economic stimulation is not used 
to a sufficient degree. With the development of socialist 
economy and the growth in the complexity of its tasks it 
becomes increasingly important to implement the Leninist 
principle of material incentives to the full. This principle 
presupposes a correct combination of the interests of indi- 
vidual working people, collectives of working people, en- 
terprises and society as a whole. The possibility of a suc- 


286 


cessful solution of this task is inherent in the socialist sys- 
tem, which is free of class antagonisms, because under so- 
cialism production benefits the people and its growth leads 
to a rise in their welfare. Production for the sake of the 
ever fuller and all-round satisfaction of the requirements 
of society as a whole and of its every member is the cor- 
nerstone of economic development under socialism and 
communism. 

The plan targets and the criteria for the evaluation of 

the enterprise’s performance are designed to make the en- 
terprises interested in producing the commodities needed 
by the economy and to use methods which are most expe- 
dient from a national economic standpoint. Economic 
stimuli are used to achieve this effect. 
We saw above that the achieve- 
ment in the interests of society of 
maximum results with a minimum 
outlay is an immutable law of economic development under 
socialism. Cost accounting is the most important instrument 
for ensuring thrift at socialist enterprises. 

Cost accounting is a method of planned management of 
socialist enterprises based on a comparison of their expen- 
diture and the results of production in value (money) terms. 

Cost accounting presupposes constant commensuration 
of the expenditure of the enterprise and the results of its 
activities. Eyery enterprise working on a cost accounting 
basis draws up an independent balance sheet, accurately 
reflecting its income and expenditure, its profits and losses. 
It has a current account in the State Bank and disposes 
of the sums on that account in accordance with the exist- 
ing rules. The enterprise enters into economic contracts 
with other enterprises, institutions and organisations and 
is responsible for their fulfilment. It has the right to obtain 
credits to supplement its own resources. : 

Thus, cost accounting is a definite form of relations 
between the socialist state and the enterprises and also 
between individual enterprises. This form of relations is 
designed to ensure the most expedient and rational utilisa- 
tion of the assets issued to the enterprise by the state. k 

The consistent observance of the cost accounting prin- 
ciple helps to reveal all the resources and eee ities p 
the enterprise and to make the fullest use of them. Cos! 


The essence of cost 
accounting and its tasks 


287 






































accounting is designed to ensure that the labour expenditure 
on the production of every commodity is reduced to 
the minimum socially necessary level. It helps systematic- 
ally to lower the socially necessary expenditure of labour. 

Cost accounting is indissolubly linked with the regime 
of economy for it presupposes a rational and prudent 
expenditure of labour, material and money resources, the 
avoidance of losses and unproductive expenditure in all 
branches of economy. 

Cost accounting presupposes the responsibility of every 
enterprise (of its administration) for the utilisation of its 
assets and the results of the enterprise’s performance. It 
requires that there be strict order at the enterprise, a strict 
accounting of all the enterprise’s material and monetary 
resources and strict control over their expenditure. 

Under socialism all working people are vitally interested 
in prudent and expedient business management at every 
single enterprise and also on a national scale. The more 
effectively business is conducted, the more output is ob- 
tained with the same labour and material expenditure, the 
fuller can the requirements of society as a whole and of 
its every member be satisfied. 

In addition to this general interest, cost accounting creates 
a direct material interest of the staff of every enterprise 
in the fulfilment and overfulfilment of the plan, in achiev- 
ing maximum results with minimum outlay. This aim is 
achieved through the application of the system of econom- 
ic stimulation of production, based on cost accounting. 
The success of the national eco- 
nomic plan is decided by the enter- 
prises, while the success of the 
plan at every enterprise is decided in its shops, production 
departments, teams, at every place of work. 

Cost accounting could not be complete if it embraced 
only the economic links between enterprises. To be com- 
plete cost accounting must embrace also the relations 
within the enterprise, between its parts—the shops, depart- 
ments, teams. Intrafactory cost accounting, as applied 
within the shop, department, team, serves this purpose. It 
consists in comparing the expenditure on production with 
its results in every one of these sections of the enterprise. 
Intrafactory (shop) cost accounting is an integral part of 


Intrafactory 
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the system of economic stimulation of production. In con- 
neclion with the introduction of the new system of manage- 
ment, the further development of intrafactory cost account- 
ing has become even more important. 

The introduction of intrafactory cost accounting pre- 
supposes first of all that plan targets be handed down to 
every production section. The fulfilment and overfulfilment 
of the plan targets is encouraged by issuing bonuses to the 
workers of the shop, department and team in question. 
Socialist cost accounting is based 
on the utilisation of the objective 
economic laws of socialism, nota- 
bly the law of labour economy, the law of planned, propor- 
tionate development and the law of value. 

Cost accounting has the purpose of ensuring the thrifty 
conduct of business at every enterprise in accordance with 
the law of labour economy. Furthermore, cost accounting 
has the purpose of directing the whole activity of the en- 
terprise so as to enable it to fulfil its plan targets in the 
most successful way. Thirdly, cost accounting is based on 
the full utilisation of the law of value. 

The new economic system of management means a tran- 
sition to economic methods of management in the national 
economy, to the economic stimulation of enterprises on the 
basis of full cost accounting, providing for the thorough, 
economically well-founded commensuration of expenditure 
with results on a national scale and in every enterprise. 
The economic methods of management and socialist cost 
accounting presuppose the management of business 
activities with the help of a system of value categories, such 
as price, profit, wages and bonuses, credit and interest, rent 
and charges for the use of productive assets. 


Cost accounting and 
economic laws of socialism 


2. BASIC PRINCIPLES OF COST ACCOUNTING 
Cost accounting is one of the most 


Profitability l f tl 
of production and typical features of socialist eco- 
ways to raise it nomic management. However, 


while administrative methods of 
economic management predominated, it had a more or less 
formal character. The new system of management requires 
the introduction of genuine cost accounting in all the 
activities of the enterprise. The skill of accurately compar- 
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ing the expenditure and results of production, establishing 
the effectiveness of capital investments, the relative profitabi- 
lity of definite technological processes and the use of de- 
finite types of raw and other materials, in short, the taking 
of rational economic decisions in matters large and small 
determines in the final count the results of the people’s 
labour and hence also the advance in their living standard, 

Cost accounting aims at ensuring the profitable opera- 
tion of enterprises. Every enterprise operating on a cost 
accounting basis must not only cover its expenditure out 
of its proceeds but must also yield a certain profit. 

Already in the first years of socialist construction Lenin 
emphasised the need for strict cost accounting and for the 
profitable operation of enterprises. After the transition to 
the new economic policy Lenin said that trusts and enter- 
prises working on a cost accounting basis had been founded 
exactly for the purpose of making them fully responsible 
for operation without losses and that their transition to 
cost accounting was connected with the urgent need to 
raise labour productivity and to ensure that every enter- 
prise work without loss and make a definite profit. 

The profitability of production is raised through the 
better utilisation of all resources at the disposal of the 
enterprise, the liquidation of all losses, the thorough finan- 
cial control of all the aspects of the enterprise’s business 
activity, by lowering production costs and ensuring the 
high quality of its output. The Programme of the CPSU 
states that it is essential to strengthen cost accounting in 
every way, to lower the costs and to raise the profitability 
of production. 

To strengthen and develop genuine cost accounting, and 
hence to raise profitability, the following measures have 
to be taken. First, conditions must be created in which 
the enterprise is independently able to solve questions con- 
nected with the improvement of production and in which 
it is interested in the optimum use of its assets, in increas- 
ing its output and raising its profits. Secondly, it is essen- 
tial to strengthen the cost accounting principle in the rela- 
tions between enterprises, to ensure the strict observance 
of their obligations of deliveries and to increase their mate- 
rial responsibility for the fulfilment of their obligations. 
Thirdly, cost accounting must make every enterprise, every 
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shop and department interested not only in fulfilling its 
targets, but also in improving the overall results of the en- 
terprise’s operation, in working out and fulfilling higher 
plan targets, in the better utilisation of internal resources 
with a view to increasing the profitability of production. 
The new system of management 
provides for a decisive extension 
of the operational and economic 
independence of enterprises. The 
enterprise is given far wider rights in the organisation of 
production and in all other spheres of economic activity. 
The rights and duties of the enterprise are laid down 
in the Statute of the Socialist State Industrial Enterprise, 
confirmed by the USSR Council of Ministers and put into 
force in October 1965. The Statute is in full conformance 
with the new system of planning and economic stimula- 
tion of production and in accordance with the decisions of 
the September (1965) Plenary Meeting of the Central Com- 
mittee of the CPSU and the 23rd Congress of the CPSU. 
The Statute of the Socialist State Industrial Enterprise 
contains the general principles regulating the enterprise’s 
activities, gives an outline of its managerial structure, its 
production and economic activities, its rights in planning, 
capital construction and major repairs, in the improvement 
of the production equipment and technology, in obtaining 
materials and equipment and in marketing its output, in 
the field of finance, labour and wages. Substantially ex- 
tending the rights, economic initiative and independence of 
enterprises, the Statute is in full conformance with the new 
tasks facing not only enterprises in industry but also in 
construction, agriculture, transport and communications. 
As we have said above, the extension of the economic 
independence of enterprises involves first and foremost a 
substantial decrease in the number of plan indicators, re- 
gulating the operation of the enterprises, being endorsed 
by superior organisations. All other indicators are worked 
out by the enterprise independently and the personnel 
participates in production planning on a much wider scale 
than it did before. 7 
The production plans are considered by the superior eco- 
nomic bodies with the participation of the enterprises. 
Once approved, plans are changed only in exceptional 
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cases. When targets are changed amendments must simul- 
taneously be made in all interlinked plan indicators and 
also in the accounts of the enterprise with the budget. 

The personnel of the enterprises, provided there are suf- 
ficient internal resources, is entitled to increase its pro- 
gramme without special permission, to accept orders and 
enter into contracts with other enterprises, on the condi- 
tion, of course, that this does not interfere with the fulfil- 
ment of the state target. An enterprise is allowed to manu- 
facture output over and above the plan target, if it is able 
to ensure the sale of the surplus. 

The personnel of the enterprise is interested in the pro- 
fitable performance of the enterprise as a whole since the 
general results of its activity determine the formation and 
the size of the incentives funds, which finance the bonuses 
being paid to workers, engineers and technicians and the 
administrative personnel in addition to wages and also the 
measures to improve the way of life of the staff of the 
given enterprise, and to expand production. 

The introduction of genuine cost 
accounting calls for the improve- 
sant ment of the price fixing system. 

In socialist economy prices play a major role. First of 
all the price is the common denominator with the help of 
which all the expenditure on production is compounded 
and compared with the results of production. The price 
system is the focus in which gather all the threads of the 
planned management of the national economy. The price 
co-ordinates the whole complex aggregate of relations 
within the individual branches and those between the diffe- 
rent economic branches. Prices reflect the expenditures and 
results in the economy as a whole and in every single 
enterprise. The cost of production depends on the prices 
of raw and other materials, tariffs for electric power and 
pegs on operations, while the profit at the given cost level 
paca the price of the output being produced by the 
7 a price on industrial output expresses either the rela- 
EENE state enterprises operating on a cost account- 
a asis (wholesale prices) or the relation between the 
state and individual members of socialist society in the 
sphere of the distribution of consumer articles (retail 
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prices). The relations between the state and the collective 
farms are expressed in the purchasing prices for collective 
farm products. 

The Programme of the CPSU points out that prices 
must to a growing extent reflect the socially necessary 
expenditure of labour, ensure the return of production and 
distribution outlays and a certain profit for each enter- 
prise normally operating. 

The price of a commodity is based on its average branch 
production costs. But the price cannot be equal to the 
costs. The costs include only part of the socially necessary 
expenditure on the production of that commodity, name- 
ly, the expenditure on raw and other materials, the depre- 
ciation of the fixed assets and the wages paid out. But the 
commodities produced embody also the surplus labour of 
the workers in socialist economy, and its value is not in- 
cluded in the production costs. Thus, the costs do not ex- 
haust all the socially necessary expenditure on the pro- 
duction of the commodity and therefore do not ensure 
profit and accumulations. 

The price of the commodities, embodying the whole sum 
of the socially necessary expenditure on its production, is 
made up of the average branch cost of the commodities 
plus a definite profit. The sum of the profit included in the 
prices of all commodities produced by society is equal to 
the value of the whole product of the surplus labour ex- 
pended in social production. The sum of prices of all com- 
modities produced by the socialist economy is equal to the 
sum of their values. 

The cost of production reflects the labour/product and 
material/product ratio of the production of the commodity 
while the profit must express also the assets/product ratio. 
Output, the production of which requires high capital 
investments from society (i.e., a large expenditure of the 
fixed and circulating productive assets), cost it more than 
output, the production of which requires smaller capital 
investments. Society is therefore naturally concerned with 
the assets/product ratio in the various industries. It fol- 
lows, that generally the price of the commodities produced 
must contain a definite share of pure profit in addition to 
the costs, the size of that share depending on the assets/ 
product ratio of the commodities. 
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The new system of management is 
indissolubly linked with a decisive 
increase in the role of profit as a 
criterion for the evaluation of the 
performance of the enterprise, 
its production staff and its administration. Formerly the 
enterprise’s performance was evaluated according to nu- 
merous plan indicators which were handed down from 
above; now that the number of these indicators has been 
decreased, the main criteria in the evaluation of its per- 
formances are the volume of commodities sold, the sum 
total of profits and the level of profitability. 

To maintain the necessary proportionality in the econo- 
my every enterprise must fulfil definite targets as regards 
the amount of output it sells and the basic nomenclature 
of its output. Providing these targets are fulfilled, the fol- 
lowing are regarded as the general criteria of the enter- 
prise’s performance—profit as the difference between the 
total outlay on production and the proceeds from the sale 
of the finished output and the level of profitability (herein- 
after called simply profitability) as the ratio of the sum 
total of profits to the sum total of productive assets. 

There are close links between the indicators for the 
volume of marketed output, the sum total profits and the 
profitability. The target for the marketing of output is 
designed to establish closer links between production and 
consumption. The profit and profitability indicators ena- 
ble us to evaluate the effectiveness of production, the con- 
tribution made by every enterprise to the sum total re- 
sources of socialist society. 

The volume of marketed output characterises the results 
of production, but in itself does not provide any informa- 
tion as to the outlay on production. The sum total of the 
expenditure on production is expressed by the production 
costs, but this indicator, which is extremely important to 
the technical, output and financial plan, does not enable 
us to make an estimate of the results of production. While 
the lowering of costs per unit of output is extremely import- 
ant, it is but one way of increasing the resources of society, 
the growth of the volume of produced and sold output, and 


the improvement of its quality being other ways towards 
achieving this end. $ 
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The profit indicator is important because it reflects all 
aspects of the enterprise’s production activities. Every im- 
provement in its work—the economy of raw materials, the 
better utilisation of equipment, arise in labour productivity, 
etc—result in an increase of the total profits, while 
deteriorating performance decreases profits. Profits grow 
through an increase of the proceeds as a result of an ex- 
pansion of production and through the decrease of outlay, 
as a result of lowering production costs. Therefore, profit 
is the most general criterion for the evaluation of an enter- 
prise’s economic performance. 

The profitability indicator also plays a very impor- 

tant role. It characterises the effectivenes of production, 
which is the higher, the greater is the profit per ruble 
of productive assets. 
One of the most important 
principles of socialist cost account- 
ing is the ruble control (financial control) of the enterprise’s 
activity. 

All the money resources of the enterprises—the proceeds 
from the sale of their output, bank credits and budget 
finance—are charged to the account of the enterprise in 
the State Bank. 

The enterprises settle mutual accounts and those with 
institutions and organisations and also with the financial 
system by written order. Cash is drawn from the account 
to pay wages and certain other overheads. In exceptional 
cases the account may be debited without the agreement of 
the management: this happens generally only to enterprises 
which fail to pay their debts on time and thus violate 
the financial discipline essential to ensure the all-round 
fulfilment of the plan. 3 x 

The enterprise’s account is, as it were, the cashier since 
all its income and expenditure passes through it. The 
money being paid into the account accurately reflects the 
fulfilment of the plan indicators for the production and 
sale of output. The state of the account and the financial 
statements and balances give the bank a picture of the pro- 
gress made in the fulfilment of the plan. Whenever neces- 
sary, the bank gives opportune warning to the enterprise s 
superior economic bodies about its financial position and 
suggests that measures be taken to improve its work, In 
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this way the bank exercises financial control over the activi- 
ties of every enterprise. 

This control is based on the enterprise’s financial de- 
pendence on the results of its activities and on the fulfil- 
ment of its contractual obligations with other enterprises— 
consumers and suppliers. The better the enterprise works, 
the more economically it uses raw and other materials, 
fuel, money resources and the quicker the turnover of the 
enterprise’s assets the better is its financial position. 

But the financial position even of an excellently operat- 

ing enterprise may be unsatisfactory if the buyer of its 
output fails to pay on time, or if the suppliers do not sup- 
ply it regularly with raw and other materials, fuel, etc., or 
supply it with materials of inferior quality. This explains 
the need for the mutual control of enterprises and 
economic organisations. 
The greater role being played by 
profit in the economic stimulation 
of enterprises is linked with the 
formation of incentive funds at enterprises. Deductions are 
made from the profits of the enterprise to form the material 
incentive funds, the fund for social and cultural measures 
and housing construction, and the production development 
fund. Deductions to these funds are regulated by quotas 
fixed for a number of years in advance. The sizes of these 
funds depend on the growth in the volume of marketed 
output, the profit and the profitability stipulated in the 
plan. The size of the emolument paid for the overfulfil- 
ment of the plan is smaller than that paid for the fulfilment 
of the plan, which makes the enterprise interested in as- 
suming higher plan targets. 

The material incentive fund finances workers’ bonuses. 
Bonuses are paid not only for high production indicators 
during the year but also as lump sum rewards at the end 
of the year, depending on the results of the enterprise’s 
activities for that period. 

The fund for social and cultural measures and housing 
construction is used to satisfy the urgent needs of the 
enterprise’s staff. It finances housing construction and so- 
oe ppeneal the repair of the enterprise’s housing 
Prekes the improvement of welfare and medical services 
or its staff, pays for medicines at medical and anti-epide- 
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mic establishments, accommodations at rest homes and 
sanatoriums and lump sum grants to workers. 

The production development fund is used to finance 
measures connected with commissioning new equipment, 
for the modernisation of operating equipment and the ex- 
pansion of production. 

The incentive funds of enterprises are used to pay ma- 
terial rewards to workers, not only for successes in the 
work done by them personally but also for the econom- 
ically effective work ọf the enterprise as a whole. This not 
only helps to rouse the material interest of the working 
people but is also instrumental in promoting their consid- 
eration for the interests of the enterprise as a whole and 
attaches them to their enterprise. 

The new system of management makes it possible to 

realise to the full the workers material interest in the 
growth and profitability of production, the improvement of 
labour organisation, raising the quality of output and in- 
creasing the yield of the productive assets. The system of 
material stimulation of enterprises is called upon to make 
enterprises, their staffs and their managers materially 
interested in mobilising all reserves, in using all resources 
to raise the level of production and thereby to increase 
their contribution to the public wealth. 
The 23rd Congress of the CPSU 
emphasised that it was important 
to implement the Leninist prin- 
ciples of cost accounting consistently. It stressed that it 
was essential consistently to extend the rights and economic 
independence of enterprises, to develop their initiative, 
notably by providing material stimuli for the achievement 
of high production results by the collectives of enterprises 
in the interests of society and by raising the material re- 
sponsibility of enterprises for the fulfilment of their obli- 
gations arising from the plan and their contracts. 

The Directives of the 23rd Congress for the five-year 
plan make it incumbent to introduce genuine cost account- 
ing in all the branches of the economy. The introduction of 
full cost accounting is called upon to strengthen the in- 
terest of the staffs of enterprises and of individual workers 
in improving the performance of enterprises, expanding 
production, increasing the profitability of enterprises, 
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raising the quality of output and in the utilisation 
of the productive assets to an optimal degree. The im- 
plementation of genuine cost accounting calls for a deep, 
expert analysis of the economic activities of individual 
enterprises and of whole industries and economic districts. 
All measures boosting the effectiveness of the people’s 
labour assume enormous importance. 

These measures include the most effective channelling 

of capital investments, the most expedient methods for 
utilising all the resources available in industry and agri- 
culture. Lenin’s appeal for economy means that the enter- 
prises must tighten the strings of the public purse and 
avoid all unnecessary expenditure. This also means that 
constant care should be taken to develop each industry and 
each enterprise in the most productive direction. 
Cost accounting serves as the ba- 
sis of a rational management not 
only in state enterprises but also 
in collective farms. 

In collective farms, like at state enterprises, thrifty man- 
agement presupposes that accurate and strict accounts 
be kept of all expenditure on production and of the results 
of production, and that the two be accurately compared. 
Every collective farm must be conducted on strict cost 
accounting principles. 

The criterion of a collective farm’s performance is the 
quantity, quality and cost of the products it produces, or, to 
be more exact, the labour expenditure on the production 
of a unit of output. The computation of the production 
costs of the collective farm output attaches certain specific 
features. These specifics stem from the fact that in the 
collective farms a definite part of the output is used in 
natural form for the further production on the same farm 
(seed, cattle), while a part of it is distributed among the 
members of the artel according to work-day units. 

Like in state enterprises, the general economic results of 
the activities of collective farms are determined by the 
ratio of the expenditure on production to the results of 
production. This makes the collective farm interested in 
systematically lowering expenditure of social labour and 
material means on the production per unit of agricultural 
output and in a simultaneous growth of the farm’s volume 


Specific features 
of cost accounting 
in collective farms 
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of output. Thus they have to lower the value and cost per 
unit of output, which can be achieved through the all- 
round utilisation of the productive resources and labour 
power, the consistent observance of the socialist principle 
of labour remuneration, a thrifty attitude towards the 
wealth of the collective farm, and the multiplication of the 
collective farms commonly-owned property. 

To obtain the best possible results the soil must be used 
rationally for the production of the most valuable crops. 
Considering the vast territory of the Soviet Union and the 
diverse natural conditions there can be no uniform farm- 
ing system for all areas. There can be no tailor-made pat- 
terns, and agricultural experts and practical workers must 
have the final say as to what crops should be cultivated. 
Rational farming includes also land improvement, the ex- 
tensive use of fertilisers, improvement and cultivation of 
wasteland, the reclamation of swamps, irrigation, the build- 
ing of water reservoirs, and the introduction of correct crop 
rotation. 

The rational utilisation of the means of production de- 
mands that equipment be used skilfully and that compre- 
hensive mechanisation of production be introduced. This 
makes it necessary to supply the collective farms and state 
farms with more and better equipment and improve the 
designs of farming equipment. Particularly important is 
technological progress, which helps to produce highly pro- 
ductive machinery, the utilisation of which enables the 
farms to carry out a larger volume of work with fewer 
machines. 

The comprehensive utilisation of the labour resources 
of collective farms is achieved through the widest possible 
participation of all able-bodied collective farmers in the 
work of the artel. The complete utilisation of the labour 
force in the collective farms can be ensured only through 
a consistent implementation of the socialist principle of 
remuneration according to the quantity and quality of 
work done, through the eradication of all egalitarianism 
and the transition to the most progressive forms of labour 
remuneration. x 3 

Rational management also implies the opportune serv: 
icing of machinery and implements, care for the collective 
farm buildings and structures, thrifty expenditure of raw 
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and other materials, and care for cattle. It is also essential 
to prevent write-ups of work-day units, to do away with 
overstaffing in the administrative apparatus of the col- 
lective farm, and systematically to lower administrative 
expenditure. A constant struggle must be conducted to do 
away with losses in all the sectors and stages of the col- 
lective farm production, to safeguard collective farm 
property and to improve the system of accounting. 

The most important way of raising the output of agricul- 
tural products is to intensify agriculture consistently on 
the basis of mechanisation, electrification and chemicali- 
sation of production, and to extensively develop 
amelioration in zones where unfavourable natural con- 
ditions prevail. 

The expansion of agricultural production and the lower- 
ing of costs lead to a steady rise in the incomes of 
the collective farms and collective farmers, and at the 
same time make it possible to lower retail prices on 
these products, thereby raising the living standard of 
the Soviet people. 

E 4 The nationalisation of the land re- 
pretentia] reng moved the conditions for the for- 
mation of absolute rent. This does not, however, apply to 
differential rent. 

Some tracts of land carry with them certain qualities 
such as advantage of climate, soil fertility, closeness to 
markets, etc., which provide the additional incomes form- 
ing the differential rent. 

Collective farms on more fertile land spend less labour 
per unit of output than do collective farms on less fertile 
land. Equal expenditure on labour and equal level of 
mechanisation, if the farming system is the same; will 
enable collective farms located on better land to produce 
more than collective farms on worse lands. 

„Differential rent emerges also as a result of the varying 
distances of collective farms from railway stations, docks, 
collecting centres, towns and other points for the disposal 
of agricultural products. The collective farms located nearer 
these points spend less labour and funds on the transpor- 
tation of products. As a result the value per unit of output 
is lower in these collective farms than it is in those located 
at a greater distance from these points. 
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The economic policy of the Soviet state with respect to 
differential rent proceeds from the premise that the excess 
income received from the natural fertility of better plots 
and also from the vicinity of sales markets should be used 
for public needs. 

This principle is practically implemented mainly by 
fixing differential purchasing prices for agricultural prod- 
ucts according to the various zones of the country, dif- 
fering as regards the conditions for agricultural produc- 
tion. Part of the differential rent is kept by the collective 
farms and serves as a source of expanding production and 
improving the way of life of the collective farmers. 

The Programme of the CPSU aims at creating equal eco- 
nomic conditions for raising the incomes of collective 
farms operating under unequal natural and economic con- 
ditions in different zones, and also within the same zones, 
so as to be able more consistently to implement the prin- 
ciple of equal pay for equal work in all collective farms. 


3. RAISING THE EFFECTIVENESS OF SOCIAL PRODUCTION 


Main ways of raising The new system of management 
the effectiveness and the introduction of genuine 
socia) prodr esia cost accounting aim at ensuring 
a steady increase in the effectiveness of production. The 
effectiveness of social production covers the whole range 
of processes determining the growth of production at a 
minimum of social expenditure. The main factors for rais- 
ing the effectiveness of social production are all the ele- 
ments which under the obtaining conditions help to mul- 
tiply the results of production. These factors include the 
rise in labour productivity, economy of raw and other 
materials, the improvement of the quality of output and 
notably the increase of the volume of output per unit of 
the productive assets—the assets/product ratio. à 
The Soviet economy has an economic potential enabling 
it to ensure a steady increase in the effectiveness of social 
production. However, in the last years of the seven-year 
plan period the rate at which the effectiveness of social 
production was growing began to drop. Growth rates of 
production and labour productivity suffered the same set- 
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back. Productive assets and capital investments were used 
less effectively. In a number of branches new enterprises 
were not commissioned in time, and many of those that 
were did not reach rated capacity. As a result the growth 
rate of the national income did not reach the level projected 
in the seven-year plan. 

The increase in the effectiveness of social production is 
one of the prime tasks of the current five-year plan. The 
Directives of the 23rd Congress of the CPSU for the five- 
year plan emphasise the need for raising the effectiveness 
of production on the basis of technological progress, the 
improvement in the organisation of labour and production, 
the utilisation of productive assets and capital investments, 
and the quality of output and the implementation of a 
strict regime of economy. 

The need to increase the accumulations required for 
capital investments and at the same time to raise the peo- 
ple’s living standard demands that there be an all-out in- 
crease in the effectiveness of social production, strict econ- 
omy of live and embodied labour, a systematic increase 
in the yields from capital investments and the fixed pro- 
ductive assets. 

To raise the effectiveness of social production it is neces- 
sary to abolish such shortcomings as the scattering of cap- 
ital investments and the ensuing extension of the period 
required to build new projects and to master new capac- 
ities, machinery and equipment, to prevent the immobili- 
sation of funds through laying in excessive stocks of raw 
and other materials, to avoid a growth in the volume of 
work in progress and to fight all wastefulness of live and 
embodied labour. In other words, there must be a maxi- 
mum mobilisation of the resources and reserves of socialist 
economy and the fullest possible utilisation of the advan- 
tages and potentialities of the socialist system of economy. 

To achieve this aim it is essential, first, to improve the 
utilisation of productive capacities steadily, to increase 
the yield per ruble invested in productive assets and, sec- 
ondly, systematically to lower the per unit expenditure 
of labour and materials. 

nis increase in the effectiveness of social production 
plays a decisive role in ensuring the rapid growth of the 
people’s welfare. In socialist society the fund of social 
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consumption grows the quicker, the higher is the produc- 
tivity of social labour, the higher the yield per ruble of pro- 
ductive assets, the more output is manufactured from every 
ton of raw and other materials. This makes the working 
class, the collective farmers and intelligentsia vitally inter- 
ested in raising the effectiveness of social production. 

The new system of economic management has an enor- 

mous role to play in achieving this aim. The granting of 
wide economic initiative to the enterprises promotes a con- 
siderable rise in the quality and quantity of production, 
and helps to utilise latent reserves and the resources of 
socialist economy to the maximum. 
The new system of economic man- 
agement is aimed at mobilising 
the internal reserves of Soviet econ- 
omy to the fullest extent. The 
greater economic stimulation of 
production creates favourable conditions for implementing 
a regime of economy, which means a rational and thrifty 
expenditure of the labour, material and money resources, 
the elimination of losses and unproductive expenditure in 
all branches of the economy. 

To raise the effectiveness of social production it is 
necessary first and foremost to ensure the more efficient 
use of the productive assets. 

Under the new system enterprises are given wide au- 
tonomy in the utilisation of the fixed assets and assets in 
turnover. A larger share of the profits goes to replenish the 
productive fixed assets, and the share of the depreciation 
deductions remaining at the disposal of the enterprises has 
been raised. This promotes the rational use of funds meant 
for repairs and the modernisation of equipment and helps 
to channel capital investments to the decisive sectors of 
production. Furthermore, enterprises are now entitled to 
sell equipment, materials and other assets they do not need. 

This raises the responsibility of the enterprise for the 
rational use of its productive assets. Under conditions of 
full cost accounting the effectiveness of the utilisation of 
the raw and other materials and of the equipment decides 
the size of the profit and the level of profitability of the 
enterprise and, hence, the size of the incentive funds. This 
makes the staff interested in a strict regime of economy 


The economic reform 
promotes the better 
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and in progressive quotas for the expenditure of raw and 
other materials, fuel and electric power. 

The new system of management 
provides for the introduction of a 
charge for the use of productive 
assets in the form of a deduction from the profits to the 
budget, the size of the deduction depending on the value 
of the fixed and circulating asseis on the balance sheet of 
the enterprise. 

The productive assets are the fundamental basis of the 
national wealth. Their quantitative and qualitative growth 
is the main condition for raising the productivity of social 
labour and for increasing the national income. Naturally, 
placing a share of its wealth at the disposal of an enter- 
prise and its staff, society expects them to contribute to the 
national wealth. Part of these contributions are paid as 
the charge for the use of assets. 

The free allocation of assets ran counter to the principles 
underlying planned socialist commodity production. It gave 
adistorted picture of the enterprise’s performance and failed 
to take into account such important aspects of the enter- 
prise’s activities as the degree to which the productive 
assets were utilised. Neglect of this important factor makes 
it impossible to appraise the enterprise’s full expenditure 
on the production of output. The placing of the productive 
assets at the disposal of enterprises free of charge did not 
stimulate their utilisation to the maximum. 

The introduction of the charge for the use of productive 
assets aims at making the enterprise interested in expand- 
ing its output and in increasing not only the sum total of 
profits but also the profitability, i.e., the size of the profit 
as related to the value of the productive assets. The charge 
for the use of the productive assets is fixed at a size that 
enables any enterprise functioning normally to keep 
a definite sum of the profit (after it has paid the charge) 
for making up the incentive funds and covering its planned 
expenditure. 

The charge for the use of assets is not a deduction of 
profits to the budget over and above the payments made 
before this charge was introduced. It has become the main 
channel through which the bulk of the enterprise’s payment 
to the state budget is made. This charge will gradually di- 
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minish the role of other payments, notably that of the 
turnover tax. The quotas for the payment of the charges 
for the use of assets will be fixed for a number of years 
in advance so that enterprises using their assets in the most 
economic way will obtain greater profits to make up in- 
centive funds. 

Technological progress holds a key 

position among the measures to 

raise the effectiveness of social 
- production. The material and tech- 

nical basis of communism is being 
constructed at a time when a grandiose scientific and tech- 
nological revolution is in progress. Socialist economy is 
well equipped to march in the front ranks of the scientific 
and technological revolution and to take advantage of its 
results in the quickest possible way. Socialism ensures fa- 
vourable conditions for the development of all branches 
of sciences. The socialist countries always set great story 
by training scientific personnel and assign considerable 
sums to building and equipping scientific research insti- 
tutes. The Soviet Union leads the world in many key 
branches of science. 

At the present time the need for accelerated technological 
progress is specially urgent. It is important to instal perfect 
and productive types of equipment, machines and lathes 
and to improve technology urgently. The tasks of creating 
the material and technical basis of communism insistently 
demand the enhancement of the role of science and especi- 
ally the rapid introduction of its achievements in all spheres 
of material production. Successes of science and tech- 
nology decide the growth of the Soviet people’s welfare and 
the rate at which they advance towards communism. The 
latest achievements of science and technology must be im- 
plemented speedily in industry, agriculture, transport and 
communications, and all must be done to ensure the steady 
growth of the country’s productive apparatus on the most 
perfect technical basis and to obtain greater results from 
its utilisation. en á 

As the amount of technical equipment in industrial and 
agricultural production grows naturally there is an in- 
crease in the share of the expenditure on the maintenance 
and restoration of machinery, lathes and other equipment. 


Ways for the better 
utilisation of 
technology and 
productive capacities 
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This means that there is a rise in the share of depreciation 
in production costs. At the same time, however, there is also 
an increase in labour productivity and, hence, in the amount 
of output being produced by a worker per hour or per day. 
While there is a general increase in the size of the depre- 
ciation deductions, while their share in the costs of pro- 
duction as a whole increases, their share in the costs of 
the production of every single unit of output decreases. 

Socialism has an enormous advantage over capitalism in 
the way it rationally utilises productive capacities—ma- 
chines, equipment, etc. In socialist economy, where there 
are no crises of overproduction and where the rapidly 
growing commodity stocks always find a sufficiently wide 
market, the productive apparatus does not suffer from 
enforced underemployment. 

The socialist system of economy ensures every condition 
for the fullest utilisation of productive capacities. The 
task of every enterprise is to utilise its equipment to the 


‘fullest and mobilise all reserves of its productive capacities. 


The Decisions of the 23rd Congress of the CPSU oblige 
the industrial enterprises to improve the utilisation of 
equipment, to raise its productivity and thus to achieve an 
increase in output, and raise the level of profitability on 
every ruble of productive assets. In the current five-year 
plan the production of operating enterprises will be syste- 
matically increased by removing bottlenecks, intensifying 
production processes, improving technology, raising the 
coefficient of exchangeability and doing away with the 
time equipment stands idle. The five-year period also 
aims at improving quality and lowering the cost of major 
equipment repairs. 

An essential condition for the rise 
in the effectiveness of social pro- 
duction is economic use of raw 
and other materials, fuel and elec- 
tric power. The task is to lower 
systematically the material/product and the power/product 
ratio per unit of output, i.e., the amount of materials and 
Power spent on their production. 

To save raw and other materials and electric power 
means to use them to the best advantage. This means also 


Economie use of raw 
and other materials, 
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that production waste must be systematically lowered, that 
there must be no rejects, and no losses due to careless 
storage of materials. This also means that only products 
of high quality must be produced, for the production of 
inferior products is tantamount to wasting valuable mate- 
rials. Of great significance is the introduction of progres- 
sive expenditure quotas for raw and other materials, fuel 
and electric power per unit of output. The quotas must be 
technically based and correspond to the modern level of 
advanced technology and production organisation. 

The experience of advanced collectives and innovators 
of production opens up considerable reserves for an econ- 
omy of material resources. There are such reserves in in- 
dustry and agriculture, construction and transport, trade, 
research and design and government institutions. In many 
cases the expenditure of raw materials and fuel per unit of 
output is still very high. Some machines are extremely 
heavy. In machine-tool building, for example, a ton of 
metal produces only an average of 400-500 kilogrammes of 
finished products. Every year more than 4 million tons of 
metal go into shavings in machine-building. 

The rise in quality and the improvement of the assort- 

ment of metals, outlined in the directives on the five-year 
plan are tantamount to the production of an additional 5 
million tons of rolled metal in 1970. 
The decisions of the 23rd Congress of the CPSU em- 
phasise the need to work out and introduce highly effective 
technological processes—physico-chemical, electrophysical, 
electronic and others. The present five-year plan sets im- 
portant tasks as regards the better utilisation of raw and 
other materials and fuel. It is expected to lower the ex- 
penditure of ferrous rolled metal in machine-building es 
meial-working by about 20-25 per cent, to save steel in Š 
production of rolled metal, to substitute non-ferrous paet 
als with cheaper materials and bimetals on a wider scale. 
This has been devised to lower the rate of fuel oo 
in industry during the five-year period by no ks ae 
8-10 per cent, including in the production of septs Po a 
by 11-14 per cent, and the rate of expedia oT 
power by 6-8 per cent. The decisions also aa asi are 
need for an increase in the output of finished pro 
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from the same amount of raw materials, for a fuller use of 
secondary fuel and power resources, secondary raw and 
other materials. 

A thrifty attitude towards every 
expenditure of labour—live or em- 
bodied in the form of material 
means of production—is the duty of every socialist enter- 
prise. This aim is achieved by constantly combatting un- 
productive expenditure, and rectifying all sorts of surplus 
in production and the strengthening of state financial dis- 
cipline. 

Planned economy has immense prospects for the say- 
ing of expenditure connected with the realisation and 
sale of output. The planned distribution of the country’s 
productive forces affords every opportunity for a consid- 
erable cut in transport expenditure. 

Socialist management means a decisive struggle against 
losses and unnecessary expenditure and simultaneous con- 
cern for the lightening of labour and the improvement of 
its conditions. Thus, taking care to avoid losses of electric 
power does not mean the economising on electric power 
at all cost or lowering its consumption in every case. On 
the contrary, a rational utilisation of electric power can 
and must be combined with a growth in the power available 
to labour and with improvement of its conditions, for ex- 
ample, the better illumination of productive premises, better 
ventilation, etc. 

The struggle for economy is justly considered a national 
task in socialist society. The competition for thrift and 
economy is embodied in thoroughly worked out organisa- 
tional and technical measures and concrete socialist obliga- 
tions. To disclose and use reserves it is necessary to in- 
troduce the latest equipment and technology, to spread 
Progressive experience, scientific organisation of labour 
and production. Thrift is often exhibited in small things: 
picking up and using a nut, a part, a bit of metal that would 
otherwise be thrown away, mending an air or steam leak, 
or switching off an electric lamp when it is no longer 
needed. Economy in things large and small is the duty of 
all Soviet labouring people. 

Thrift must be rational. There must not be “economy” 
that harms the quality, reliability and endurance of prod- 


The struggle for 
economy and thrift 
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ucts or the proper maintenance of equipment. The output 
of low quality products is an extremely dangerous form of 
waste. 


REVISION QUESTIONS 


What is the essence of cost accounting? 

. What are the best ways for the fullest utilisation of the 
productive assets of an enterprise? iS ay mse 
3. What is the role of profit and profitability in socialist 

economy? 
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Chapter XIV 
SOCIALIST ORGANISATION OF SOCIAL LABOUR 


1. MAIN FEATURES OF SOCIALIST LABOUR ORGANISATION 


Socialism—the highest 
form of the organisation 
of social labour 


A definite organisation of social 
labour is typical of every mode of 
í production. “Chattel slavery” un- 
der feudalism relied on the discipline enforced by thè whip, 
on the extreme poverty and oppression of the working 
people being exploited by a handful of landowners. The 
capitalist organisation of social labour relies on the dis- 
cipline of hunger, whereby the mass of the working people 
are nothing but hired slaves exploited by a handful of 
capitalists. The communist organisation of social labour, 
socialism being the first step in this direction, relies on the 
free and conscious discipline of the working people them- 
selves who have torn themselves free of the landowners 
and capitalists, and it will rely on it to an even greater 
extent as socialist society advances towards communism. 
The working class’s seizure of power represents and im- 
plements a higher type of social labour organisation. Lenin 
considered this source of power as an earnest of the in- 
evitable complete triumph of communism. The higher type 
of social labour organisation evolves a higher labour pro- 
ductivity in comparison with capitalism. The labour pro- 
ductivity is the main, the most important condition for the 
victory of the new, higher social system. 
amanton, a P as socialist organisation of social 
a our proceeds from the emanci- 
the commodity nature pation of labour from the fetters 


of labour power 5 

iea of exploitation. Socialism is a great 

pera P eae ee for the exploiters, who ruled for 
n > abour for one’s self, for t 5 

ciety. Besides, it is labou moe tae 
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BAN fechillllogsy ae aia’ e achievements of up 


310 





The liquidation of exploitation of man by man has put 
an end to the division of society into antagonistic classes 
with irreconcilable, opposing interests. At enterprises, which 
are the property of the whole people, all workers are hired 
by the state. This form of hire expresses not relations 
between different classes, but relations between individual 
working people and society as a whole. In socialist society 
there is not and cannot be two classes, one of which sells 
its labour power to the other. Thus, working power has 
stopped being a commodity. It is no longer an object that 
can be bought and sold. The working class uses its labour 
power at enterprises which it owns jointly with all the 
people. 

Wiping out exploitation and unemployment has also 
eliminated the conditions which under capitalism inevit- 
ably give rise to competition among the working people. 
The production relations of socialism are relations of 
friendly emulation and co-operation and mutual support 
in labour. 

Now that the sale and purchase of 
Necessary labour power in socialist society 
and surplus ee is no longer possible, the labour 
process has changed—it is no longer a process of the pro- 
duction of surplus value for the capitalists. Unearned, ex- 
ploiting incomes haye been abolished together with the 
exploiting classes, the receivers of these incomes. 

Before the emergence of Marxism some utopian socialists 
asserted that socialism must implement the right to the 
full labour product”. Later petty-bourgeois theoreticians 
attempted to reduce the whole content of socialism to this 
right. However, in actual fact, the abolition of exploita- 
tion of man by man does no part that every worker 

iv! roduct of his labour. f 
can re ee members of socialist society includes, 
first of all, the necessary labour, the product of which pes 
to satisfy the direct requirements of the working Dep e 
for food, clothes, housing, cultural benefits, and second A 
the surplus labour, the product of which goes to satisfy 
social needs and requirements. 

The surplus eee as labour over and above the peount 

7 i ents of the working 
necessary to satisfy the direct requirem onair: 
people, must exist in any form of society. W1 


3il 















































labour and surplus product there could be no further de- 
velopment of the productive forces, and hence, no social 
progress. 

In socialist society surplus product is essential first and 
foremost for the purpose of accumulation. It is through 
the accumulation of a definite part of the surplus product 
that the socialist countries have carried out and continue 
to carry on their sweeping building programmes. Secondly, 
part of the surplus product serves to maintain the ad- 
ministrative apparatus, covers expenditure on education and 
public health, and also ensures the defence potential of the 
socialist state. Thirdly, a definite share of the surplus prod- 
uct is needed to maintain the incapacitated members of 
society: old people, the ill, and children. Fourthly, a part 
of the surplus product goes to form reserves, the contin- 
gency fund needed to cope with natural calamities and 
possible miscalculations in planning. 

In socialist society the surplus product is not appropriat- 
ed by the class of owners but goes to all the working peo- 
ple, and only to them. The surplus product is placed at the 
disposal of society as a whole and is used for the satisfac- 
tion of all social needs and requirements. Hence, under 
socialism there is no antagonism between the surplus and 
the necessary labour: both the necessary labour and the 
surplus labour are labour for one’s own benefit and for 
that of society. 

In socialist society the development of the productive 
forces and the growth of the productivity of social labour 
lead to an increase in the size of both the surplus product 
going to the needs of society as a whole and also of the 


fong for the satisfaction of the working people’s direct 
needs. 





The right to work 

labour guarantees the right to 
work. The dream of generations of working people of a 
social order under which there would be no unemployment 
and no economic crises, which in capitalist society period- 
ically destroy huge masses of the fruits of labour and 
throw colossal material wealth down the drain, has come 
true for the first time in history. This absurdity in the cap- 
italist system has been destroyed by planned socialist 
economy once and for all. 


312 


In socialist society the young generation enters life with- 
out any fear of the future, it does not know the threat of 
being left by the board of life, of being “surplus people”, 
“surplus mouths to feed”. 

The right to work cannot be realised under capitalism. 
It recognises quite a different “right”—the “right to other 
people’s labour”, which only the exploiters enjoy. The ex- 
ploitation of the wage worker is based on the threat of 
hunger, which relentlessly pursues the proletariat. There- 
fore the “right to other people’s labour” for the capitalist 
inevitably means the absence of the right to work for the 
working class. 

Socialism, destroying the exploiters’ “right to other peo- 
ple’s labour”, implements the right to work for all work- 
ing people, i.e., the right to receive guaranteed work with 
payment for it in accordance with its quantity and quality. 
The right to work is ensured by the socialist organisation 
of planned economy, the steady growth of its productive 
forces, the elimination of the possibility of crises and the 
abolition of unemployment. 5 

The implementation of the right to work is achieved by 
the rapid development of the productive apparatus of so- 
cialist society. In a number of countries there was mass 
unemployment and a huge agrarian overpopulation before 
the socialist revolution. This was the case in Russia, Poland 
and some other countries. Millions of people from 
these countries were forced to emigrate in search of 
work. ? 

In the Soviet Union unemployment was wiped out in the 
early thirties. The first large successes of socialist indus- 
trialisation drew enormous masses of workers into produc- 
tion. At the same time the collectivisation of agriculture, 
pulling up kulak exploitation by the roots, abolished the 
sources of poverty in the countryside. 

The liberation of the working class from the scourge 
of unemployment is a legitimate result of the liquidation 
of the contradiction between the social character of pro- 
duction and the private capitalist form of appropriation, 
upon which the inevitability of crisis and unemployment 
under capitalism depends. Therefore the socialist a 
of economy has not only abolished unemployment but also 


its roots. 
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The socialist organisation of social 
labour makes labour universal and 
obligatory. 

The right to work simultaneously implies the duty to 
work honestly and conscientiously for the benefit of society. 
Socialism abolishes the parasitical classes which do not 
participate in social labour. By abolishing unemployment 
and crises it cuts the working people free of forced idleness. 

Under these conditions it would be inconceivable for a 
certain part of society, for some of its able-bodied members, 
to go scot free of social labour. Nobody can delegate his 
share in the social labour, since such labour is a natural 
condition of human existence. All able-bodied members of 
society are obliged to work, to do a definite amount of work 
for the good of all of society, and all labouring people have 
the right to free time for rest and recreation, for cultural 
improvement, etc. At the same time labour stops being a 
means of enslaving man but liberates him, promoting the 
development of the individual. 

The universal and obligatory nature of Jabour under 
socialism is expressed in the principle “He who does not 
work, neither shall he eat”. Lenin emphasised that this 
was the prime, chief principle of socialism, the ineradicable 
source of its strength, the earnest of its ultimate victory. 
It embodies the hopes and aspirations of many generations 
of working people and exploited people and their striving 
for a just and rational social system. 

The replacement of forced labour for the exploiter by 
free labour for one’s own benefit, for the whole of society, 
releases in the people an enormous upsurge of creative 
energy and labour enthusiasm. But, this substitution can- 
not be effected without a resolute attack on the vestiges of 
capitalism in the minds of the backward sections of the 
working people. 

There are still people in socialist society who strive to 
live at the expense of society, without giving it anything 
in return. This makes it necessary to fight idlers, persons 
who shirk socially useful labour, against the remnants of 
parasitical elements, working for the strict observance of 
the principle “He who does not work, neither shall he eat”. 

The universal and obligatory labour is an integral fea- 
ture of both socialism and communism. 


Universal and 
obligatory labour 
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Communist society, the Programme of the CPSU says, 

which is based on highly organised production and on ad- 
vanced technology, changes the character of labour but does 
not free the members of society from it. Communist society 
is not and never will be a society of anarchy, idleness and 
inactivity. Every able-bodied person will participate in 
social labour and ensure the constant growth of the mate- 
rial and spiritual wealth of society. 
The most important feature of the 
socialist organisation of social la- 
bour is the evolution of new sti- 
muli to work. 

Every social system has its special methods to induce 
people to work, to draw them into productive activity. 
Direct coercion under slavery and feudalism and the threat 
of starvation under capitalism make the working people 
labour for their exploiters. : 

Socialism has rooted out the methods of inducing people 

to work used under capitalism: the threat of starvation for 
he majority, the craving for profits for the minority. The 
abolition of exploitation has radically changed the condi- 
tions and the methods used to induce people to work. It, 
herefore, became inevitable to work out new, unprecedent- 
ed methods for inducing people to work. 
One of the many lies spread by the bourgeoisie about 
socialism is that socialism destroys all stimuli to work. 
For a long time now the lackeys of the bourgeoisie have 
maintained that the abolition of private property will 
lead to universal idleness. Then, Marx and Engels 
answered them in the Manifesto of the Communist Party, 
bourgeois society ought long ago to have slumped through 
sheer idleness, for those of its members who work 
acquire nothing, while those who acquire something do 
not work. ae 

The defenders of capitalism assert that under socialism, 
which has eradicated the opportunity to profit at the ex- 
pense of other people’s labour, there can be no stimuli to 
work. In saying this they attempt to gloss over the fact 
that under the domination of private property the bulk of 
the people are propertyless labouring _toilers, while the 
opportunity of making a profit is practically enjoyed only 
by a handful of exploiters. 


Socialist methods of 
stimulating labour 
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The experience of the economic development of the So- 
viet Union and other socialist countries has demonstrated 
that with the abolition of capitalism the people’s labour 
far from being corroded by idleness, acquires new proper- 
ties which are inconceivable in any exploiting society. So- 
cialism evolves new, and much more effective methods for 
ensuring the participation of the people in the labour 
process. 

Capitalism uses methods for inducing people which have 
been worked out for centuries. The elaboration of all sorts 
of intricate methods for pumping as much work as pos- 
sible out of the hired slaves of capital continues to this day. 
Naturally, the elaboration of new socialist methods for 
inducing people to work is no simple matter, but one re- 
quiring 4 lot of patient and painstaking work. 

With the abolition of exploitation all the fruits of labour 
go to society and are used to benefit the working people 
themselves. This is the root of people’s keen interest in the 
results of production inconceivable under capitalism. Un- 
der socialism the connection between the labour expended 
and its remuneration must be felt by every worker. This 
is achieved by implementing the socialist principle: 
“From each according to his ability, to each according to 
his work”. 

This formula is rich in content. It presupposes, first, the 
obligation of all members of society to work to the best of 
their ability, and secondly, the right of every labouring 
man to receive from society a reward in accordance with 
the quantity and quality of his work. 

Socialism abolishes the discrepancy between the rights 
and duties existing under capitalism and under any other 
exploiting system. In bourgeois society all rights are en- 
Joyed by a negligible minority of society—the owners of 
the means of production—while all the duties are assumed 
by the enormous bulk of the population deprived of these 
means. In socialist society all able-bodied members of so- 
ciety have equal access to the means of production, which 
are public socialist property. Under these conditions every- 
body works for one’s own benefit and for that of society. 


When a man works for himself he naturally works to the 
best of his ability. ae alla 
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The socialist organisation of social 
labour calls for strict discipline in 
the labour process, for an orderly 
and efficient organisation of production. 

The fall of capitalism inevitably leads to the break-up 
of capitalist labour discipline based on the threat of hun- 
ger and on the economic enslavement of the working peo- 
ple. But large-scale social production is inconceivable 
without strict labour discipline. Lenin therefore emphas- 
ised that labour discipline is the pivot upon which eco- 
nomic development under socialism hinges. 

Socialist labour discipline differs radically from all 
preceding types of labour discipline both as regards its 
essence and the way in which it is created and maintained. 
This is a higher type of labour discipline than that of 
capitalism. It is the conscious discipline of workers who 
have thrown off the yoke of the exploiters. The setting up 
and maintaining socialist labour discipline is the sacred 
cause of all working people. 

The education of socialist labour discipline is one of 
the main forms of the proletarian class struggle after the 
seizure of state power. Lenin said that the development 
of a new labour discipline, of new forms of social links 
between people and new forms and methods to induce 
people to work is a job that will take years and decades. 
He considered it a grateful and noble task. 

While changing the psychology of all working people 
on the basis of large-scale socialist production, while 
educating in them the discipline of joint comradely labour, 
the working class also re-educates itself. In its endeavours 
to strengthen labour discipline socialist society through 
state resorts to methods of persuasion and coercion 
directed against idlers and loafers, who strive to get as 
much as possible from society while giving it as little as 
possible in return. 5 x 

Strict labour discipline is essential also in communist 
society. Communist production is distinguished by its high 
organisation and efficiency. Under communism it is not 
coercion but the understanding by all working people of 
their civic duties that ensures discipline and organisa- 
tion. 


Socialist labour 
discipline 
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2. PRODUCTIVITY OF SOCIAL LABOUR 


Steady rise of 

labour productivity— 
an essential law 

of socialism 


The socialist organisation of social 
labour is designed to achieve labour 
productivity higher than that under 
capitalism so as to satisfy the grow- 
ing requirements of socialist society and its members. 

The socialist system ultimately triumphs over the out- 
moded capitalist system thanks to its higher labour pro- 
ductivity. Capitalism attained a labour productivity feud- 
alism never could have achieved. Socialism creates a much 
higher labour productivity than capitalism. 

It achieves this by freeing the productive forces of so- 
ciety previously fettered by exploitation, by releasing the 
creative energy and initiative of the working masses. 

The growth of the labour productivity is expressed in 
the decrease of the total live and embodied labour con- 
tained in a unit of output. The share of the live labour de- 
creases at a more rapid rate than the share of the past, 
embodied labour. The rise in labour productivity is achieved 
by replacing manual labour by mechanised labour, old or 
outmoded machinery by new and more up-to-date ma- 
chinery. 

Another condition that is essential for the labour pro- 
ductivity to grow is the constant improvement of the or- 
ganisation of labour and production. In addition to tech- 
nological progress, Lenin considered the stricter labour 
discipline of the working people, the improvement of their 
skills, the greater intensity and better organisation of labour 
important conditions for the rise in labour productivity. 

Under capitalism the growth in labour productivity 
means an intensification of the exploitation of the working 
class, a growth of unemployment, a worsening of the work- 
ing people’s conditions. The anarchy of capitalist produc- 
tion, competition, crises result in a senseless waste of nat- 
ural resources, labour power and the products of social 
labour. Marx points out that for this reason the significance 
of the law of increasing labour productivity has a condi- 
tional nature under capitalism. This explains the unstable 
nature of the labour productivity growth under capitalism. 

Under socialism, however, the law of increasing labour 
productivity has an unconditional nature. Socialism en- 
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sures more favourable conditions for developing and utilis- 
ing the achievements of science and technology in the in- 
terests of society as a whole. The universal and obligatory 
nature of labour ensures full, systematic utilisation of the 
live labour resources at the society’s disposal. The absence 
of anarchy of production, competition and crises makes it 
possible to use the natural resources and the means of pro- 
duction in a planned and rational way on a national eco- 
nomic scale. 

The development of socialist economy is linked with all 
people striving to ensure the constant growth of labour 
productivity in all branches of economy. The growing wel- 
fare of socialist society is based on the rise in labour pro- 
ductivity. 

p The interests of communist con- 
tee ene E, BE struction demand a systematic rise 
productivity in the productivity of social labour. 

The growth of labour productivity 
decreases the amount of labour expended on the produc- 
tion per unit of output. 

Labour productivity is a very inclusive term. It is based 
on the individual output of the worker in the basic pro- 
duction processes. This output can be computed in tons, 
metres, pieces of articles produced within the working hour, 
day, week or month by a worker engaged in production 
or, if the products are heterogeneous, in monetary terms 
(in stable prices). 

However, the individual output of the worker in the 
basic production processes does not give a clear idea of 
the movement of the labour productivity in the enterprise 
as a whole. The growth in the individual output in the 
basic production processes does not necessarily lead to a 
growth in the labour productivity in the enterprise as a 
whole, in fact, it may even be attended by a drop in pro- 
ductivity. This happens when the higher productivity of in- 
dividual workers is attended by an increase in the number 
of auxiliary workers, when the non-productive labour ex- 
penditure grows, when the administrative apparatus is in- 
flated, etc. Conversely, if the growth in the output of the 
worker is attended by a decrease in the administrative ap- 
paratus and the number of auxiliary workers, by the eli- 
mination of unproductive labour expenditure, the output 
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per the worker grows quicker than the individual output of 
the worker in the main production processes. 

The level of the productivity per worker also fails to 
provide a full picture of the moyement of the productivity 
of social labour as a whole. A correct, economically well 
founded choice of the direction in which individual enter- 
prises, industrial branches and economic areas are to be 
developed is crucial to the rise of the productivity of so- 
cial labour. In other words, the rise in the productivity of 
social labour is due to a rise in the effectiveness of social 
production. 

Under socialism the struggle for the systematic growth 
of labour productivity is waged with methods that differ 
fundamentally from those used under capitalism. 

In capitalist society the growth of the labour productiy- 
ity is achieved largely by raising the labour intensity, i.e., 
by overdriving the worker. In socialist society the growth 
of labour productivity is achieved mainly by improving 
equipment, introducing more productive machinery, ma- 
chine-tools and production methods that facilitate work 
and raise its productivity and improving the labour and 
production organisation. 

The most important way of raising labour productivity 
is continuous and rapid technological progress, the moder- 
nisation of equipment and technology, better production 
organisation. Modern equipment and technology aitaches 
particular importance to scientific labour and production 
organisation and the full utilisation of labour tin the 
abolition of stoppages, the fight against unproductive ex- 
penditure (losses) of labour time. 

One of the basic factors promoting the growth of labour 
productivity is the improvement of skills. Modern scientific 
and technological progress demands a steady growth in the 
cultural and technological level of the personnel employed 
in the economy. The introduction into production of new, 
more perfect and productive equipment gives the desired 
effect only if it is operated and used by skilled workers in 
all sections of the socialist economy. 

_ In socialist economy the share of wages in the produc- 
tion costs drops constantly owing to the rise in labour pro- 
ductivity. However, lowering the share of the expenditure 
on wages in production costs is not accompanied by a drop 
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in wages but by a steady growth of the wage fund as a 
whole and hence also of the absolute size of the wages 
being drawn by individual workers. The vast advantages 
of the socialist system can be seen from the fact that under 
that system the economy of live labour goes hand in hand 
with the steady growth in the working people’s welfare. 

In the Soviet Union the labour productivity in industry 
has grown by more than 11-fold between 1928 and 1964 
despite the substantial shortening of the working day. 

The Soviet Union’s high labour productivity growth rate 
rapidly reduces the gap still existing between the labour 
productivity levels of the USSR and the USA. In 1913 the 
labour productivity in Russian industry was about 11 per 
cent of that of the USA, at present Soviet labour produc- 
tivity is 40 to 50 per cent of the American. 

During the construction of communism the growth of 
the productivity of social labour is a major prerequisite for 
the creation of an abundance of material wealth required 
for the transition to the communist principle of distribu- 

i 5 i uirements. 

tion accor The Directives of the 23rd Con- 
Congress on the gress of the CPSU for five-year plan 
acceleration of emphasise the need for an accel- 
scientific eration of scientific and technolog- 
and technologic ical progress through the exten- 
Sey sive development of research and 
the rapid introduction of its results in production. The ac- 
celeration of scientific and technological progress is an es- 
sential condition for the fulfilment of the five-year 4 

The five-year plan provides for massive research on ; 
spheres of science, ensuring technological progres a JA 
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plying the economy with modern means of labour, and to 
the systematic mastery of the production of output tech- 
nologically new and better, and also to the improvement 
of the quality of output in all branches of the economy. 

A distinctive feature of the current five-year plan is the 
course on the rapid re-equipment of the whole economy, 
the progressive change of its structure and the timely re- 
placement of outdated output by new, better products. 
These measures will accelerate scientific and technological 
progress. 

The rise in the technological level of production on the 
basis of the development and introduction of new equip- 
ment and progressive technology, the extensive utilisation 
of comprehensive mechanisation and automation, increased 
specialisation and combination of production are to be the 
principal factors ensuring the growth of labour productivity. 
The spread of progressive methods 
peculiar to large-scale production 
and promoting the onward march 
of scientific and technological prog- 
ras ress are crucial in ensuring the 
steady rise in the productivity of social labour. Among 
these methods are the specialisation and co-operation of 
enterprises, mass production and combination of production. 

Specialisation means that the production of homogene- 
ous articles is concentrated at definite enterprises. This is 
one of the forms of the social division of labour. 

The progress of technology steadily increases the number 
of independent industries. The production of separate types 
of output is concentrated at definite enterprises. Speciali- 
sation makes for a deeper division of labour between en- 
terprises and also within them, between shops and depart- 
ments. It makes it possible to apply highly productive 
equipment, improve machinery and mechanisms and the 
tectinoloasi of production. At the same time specialisation 

elps the workers and engineering personnel to acquire 
skill by training and practice. 

n ee bi basic types of specialisation. First, there 
chan ep — the production of heterogeneous arti- 
Petes ve : actory specialises on the production of 
S = rticles ( or example, factories for producing cars). 

econdly, there is a break-down of production so that each 


Development of 
specialisation and 
co-operation of 
production and their 
economic effectiveness 
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factory produces parts of the finished product—specialisa- 
tion in components (special factories for producing auto- 
mobile parts—engines, bodies, piston rings). And finally 
there is the specialisation in the separate operations or 
stages of the technological process—the technological or 
stage specialisation (foundries, forging and pressing works, 
etc.). 

The growth of the specialisation increases the interde- 
pendence of branches and enterprises. This promotes co- 
operation, i.e., the establishment of long-term production 
links between enterprises and branches jointly producing 
definite kinds of products. Co-operation requires a higher 
level of planning and organisation than do ordinary sup- 
plicr-consumer relations between enterprises. 

The socialist system of economy opens up the possibil- 
ity of developing specialisation and co-operation of pro- 
duction on a scale unattainable under capitalism. The do- 
mination of public ownership of the means of production 
and planned economic development and the absence of 
economic crises help to develop production on the basis 
of an extensive division of labour. 

The specialisation and co-operation of enterprises create 
a basis for mass production. Mass production sayes labour 
and material resources. An increase in the scale of produc- 
tion opens up the possibility of using automated equip- 
ment, production #fhes, assembly conveyors, which greatly 
increase the labour productivity. sis 2 E 

Under the new five-year plan the level of specialisation is 

to be raised, especially spare parts, machine units and com- 
ponents are to be produced more extensively at specialised 
factories. This will help to rationalise equipment repairs 
on which about 10,000 million rubles a year are spent. — 
The combination of production is 
another factor promoting a rise in 
the productivity of social labour. 
Combination means the concentration of interconnected 
production processes in a single enterprise. _ Sie 

At first glance combination is the opposite of specialisa- 
tion, but actually it is directly linked with it. These are 
but different methods of concentrating production, afford- 
ing in definite conditions great economic benefits. 

There are three basic forms of combination. First, there 
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is combination based on uniting consecutive processing 
stages. An example of this is the iron and steel combines. 
They combine all stages of metallurgical production, from 
the extraction of iron ore down to the production of rolled 
metal. They also burn coke needed for metallurgical pro- 
duction. This form of combination is also widely used in 
the textile industry. Secondly, there is combination based 
on the complex utilisation of raw materials. This form of 
combination is most extensive in the chemical industry 
processing organic raw materials (coal, oil), complex ores 
of non-ferrous metals, and in the processing of agricultural 
products in food industry enterprises. Thirdly, there is 
combination based on the utilisation of by-products. This 
is widely practised in wood-working enterprises, which also 
process sawdust and shavings. 

Thus, combination is extensive in the branches where 
the processing of raw materials passes through several 
stages, comprising a single cycle, and in branches where 
production is based on the complex utilisation of ray ma- 
terials and fuel. 

Several factors account for the economic effectiveness of 
combination. This is first of all dependent on the attendant 
improvement in the equipment and technology of produc- 
tion. Furthermore, economy is yielded by eliminating un- 
productive expenditure on the transportation of products, 
since a large part of the raw materials®and semi-finished 
goods is processed within enterprises practising combina- 
tion. Also very profitable is the complex utilisation of re- 
sources, and equipment and production structures too are 
used in a more rational way. 

At large iron and steel combines (producing millions of 
tons of metal) about 40 million tons of raw materials, semi- 
manufactures, waste and other freight have to be transport- 
ed every year. If the open-hearth, blast furnace, rolling mill 
and other production sectors were scattered among separate 
factories, the expenditure on transportation would be ex- 
tremely high. 

In a number of branches technological progress pro- 
motes the spread of combination. Take for example the 
building industry. House-building combines, based on 
extensive mechanisation, considerably reduce construction 
periods and reduce expenditure. 
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The complex utilisation of raw materials makes for the 
greater effectiveness of production. Thus, there still are 
many wood-working factories in the USSR which obtain a 
yield of finished articles per cubic metre of wood that is 
only one-third to one-fifth of that obtained at factories 
applying modern wood-processing methods and equipment. 
The complete utilisation of raw materials is a large reserve 
for a growth of labour productivity in industry. 

Socialist emulation plays a major 
role in raising the productivity of 
development AiE social labour. The bourgeoisie and 
communist education its defenders assert that only com- 
of the working people petition makes every producer re- 

veal all his abilities to the full. 
Actually, however, competition brutally suppresses the 
abilities of the working people. Deceit, fraud, the ruin of 
the masses and the enrichment of a handful of exploiters 
are all part and parcel of competition. 

Socialist emulation has for the first time afforded full 
scope to the development of the innumerable abilities and 
talents which the bourgeois system warped and strangled. 
Competition is the struggle of everybody against everybody 
else, while socialist emulation is the comradely co-opera- 
tion of the working people, their joint struggle for their 
common advance. Competition expresses the disunity and 
hostility of producers, socialist emulation expresses uni- 
versal collaboration of people in a friendly collective. 

Socialist emulation in all its forms is a wide movement 
of the working people based on the principle—catch up 
with the best, help those lagging behind, attain a general 
advance of production. The working people launch erate 
tion campaigns for the fulfilment and overfulfilment, o: 
plans, for an increase in labour productivity, for the m 
provement of the quality of output and the lowering 0 
costs and the economy of raw and other materials, fuel, 
and electric power. Emulation campaigns clearly demon- 
strate the new, conscientious attitude of the workers to- 
wards production and labour for the benefit of society. 
Work for the sake of universal welfare is the main content 
of communist labour. 

Socialist emulation releases the 1 
tiative of the masses that is character 


Socialist emulation, 
its role in economic 


abour activity and ini- 
istic only of socialism. 
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It accelerates the development of technology and helps to 
improve production organisation and to scrap outdated 
and advance progressive labour productivity standards. In 
the Soviet Union and other socialist countries socialist 
emulation has truly become a cause of all people and is 
having enormous impact on the whole course of economic 
development. 

Socialist emulation is founded on the enormous educa- 
tional and organising force of example. For the first time 
under socialism the force of example encourages mass 
action and serves as a means of improving production and 
as the motive force of social progress. Lenin considered 
that the organisation of socialist emulation must be based 
on the following principles: wide publicity, comparability 
of results, dissemination of progressive experience, mate- 
rial and moral stimuli to work. 

In bourgeois society every improvement of the labour 
process is introduced only as a result of competitive strug- 
gle. The improvement of production in one factory poses 
a threat for the factories competing with it. Every innova- 
tion is kept secret and is the “commercial secret” of the 
factory applying it. The production process remains a 
process alien to the masses. 

In socialist society, where the working people are vitally 
interested in the improvement of production, the initiative 
of go-ahead workers meets with keen response. It stimu- 
lates the creative initiative of the masses, evokes a spirit of 
comradely emulation and serves as a mighty instrument 
working for their joint progress. 

The movement of shock-workers became widespread 
during the initial five-year plan periods in the USSR, later 
a movement of innovators of production was started. During 
the Great Patriotic War of the Soviet people the emulation 
campaigns of the working people in the rear contributed 
greatly to victory. In the postwar period they helped quick- 
ly to rehabilitate the war-devastated economy. 

The movement of teams and shock-workers of com- 
munist labour began to gain ground at the time preceding 
the Soviet seven-year plan. The participants in the move- 
ment set themselves extensive tasks—to inculcate in them- 
selves a conscientious, creative attitude towards their work, 
substantially to raise labour productivity, to become highly 
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cultured people, constantly to raise their ideological and 
political level and to help their comrades in their work 
and life. Their slogan is: learn to work and live as Com- 
munists. 

The further spread of socialist emulation, which has be- 

come a live expression of the revolutionary initiative 
among the masses and one of the basic forms of their par- 
licipation in communist construction, is vital for the 
successful implementation of the current five-year plan 
and the advance of Soviet society along the road to 
communism. 
The five-year plan provides for 
the growth of labour productivity 
at an accelerated rate. The average 
yearly rates for the growth of la- 
bour productivity per worker are 
to reach 6 per cent in industry as against 4.6 per cent be- 
tween 1961 and 1965, 6.6 per cent in construction as against 
5.3 per cent, about 7 per cent in the public sector of agri- 
culture as against 3.7 per cent. During the current five-year 
period the labour productivity in industry is to grow by 
33 to 35 per cent. In construction by 35 to 40 per cent, in 
state farms and collective farms by 40 to 45 per cent. 

The acceleration of the labour productivity growth rate 
is to be achieved on the basis of accelerated scientific and 
technological progress and the extensive introduction | of 
scientific and technological achievements into production, 
the development of specialisation of production and scien- 
tific labour organisation, the rise in skills and the intensifi- 
cation of economic stimuli. S 

One of the most important indices of the degree to which 
labour is equipped technically is the electrical power avail- 
able per worker. During the five-year plan this index will 
rise 1.5 times in industry and 3 times in agriculture. 

The systematic growth of the cul- 
Growin ot the a tural level and technological knowl- 
technological n edge of the working people has an 
knowledge of the enormous role to play in raising 
working people and labour productivity. Scientific and 
of their skia technological progress is indis- 
solubly linked with the improvement of the skills of e: 
ers, engineers and technicians. The socialist system creates 


Targets for the 

increase in labour 
productivity of the 
new five-year plan 
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perfect conditions for all working people to improve their 
general and technical education. 

Technological advance and the rise of the cultural level 
and technological knowledge of the broad mass of the 
working people gradually eliminate the distinctions þe- 
tween physical and mental labour. The educational level 
of the working class and the collective farmers grows every 
year. In 1939 there were 123 people with higher and sec- 
ondary (complete and incomplete) education per 1,000 
people employed in the economy, in 1959, 433, in 1965, 522. 
As a result of the spread of secondary general and special- 
ised education the bulk of the young people joining pro- 
duction now have an eight-year education, and a substan- 
tial part joins production after completing the 9th and 10th 
forms of secondary school. 

At many enterprises equipped with progressive equip- 
ment up to one-third of the workers have a complete sec- 
ondary education (10 and 11 forms). The number of col- 
lective farmers which have no special professions is also 
rapidly shrinking, while the number of operators, special- 
ised farm workers and other skilled personnel having a 
general education and special training is rapidly growing. 

The number of engineers and technicians is systemati- 
cally increasing, and their skill is growing. 


3. SCIENTIFIC PRODUCTION AND LABOUR ORGANISATION 


Importance of 


£ At the dawn of socialist construc- 
correct production 


and labour tion Lenin emphasised the need to 
organisation for introduce scientific production and 
raising the labour organisation. He considered 


productivity of 
labour and improving 
labour conditions 


that in socialist conditions scien- 
tific labour organisation is a mighty 
factor not only in raising labour 
productivity but also in facilitating labour in every way. 
The scientific organisation of production and labour is 
particularly important in present-day conditions. The im- 
provement of labour and production organisation is one of 
the main conditions for raising the effectiveness of produc- 
tion. Technological progress, the re-equipment of enterpri- 
ses, and the introduction of better technological processes 
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have assigned high priority to the radical improvement 
of labour organisation on genuinely scientific principles. 

Soviet industry has become a world leader as regards 

the technological level of production and the qualifications 
of its workers and specialists. However, many enterprises 
still lag behind in production organisation, which has the 
purpose of merging the equipment and the people handl- 
ing it in a single production process. This makes the in- 
troduction in all enterprises of a scientific production and 
labour organisation, corresponding to the requirements of 
modern scientific and technological progress, a most urgent 
economic task. 
The concrete forms of scientific 
labour organisation depend on the 
specifics of production. However, 
all advanced enterprises have cer- 
tain features in common. The im- 
provement of labour organisation 
is combined with the introduction of new technology, auto- 
mation and mechanisation of basic and secondary opera- 
tions. The systematic decrease in the labour intensiveness 
of production serves as the basis for the revision of output 
quotas. Along with the introduction of scientific labour 
organisation in production processes, measures are taken 
to improve the production management fundamentally, to 
mechanise administrative work, and systematically to raise 
the skills of engineers, technicians, factory and office work- 
ers. The improvement of labour organisation yields the best 
results when it takes into account the specifies and needs 
of production. 

Indicative in this respect is the experience of the Gorky 
Motor Works. Since the transportation and warehousing 
were the major bottlenecks in that factory, it was important 
first of all to reduce the freight flow, to mechanise ware- 
housing and transportation. Appreciable success has been 
achieved in this field. On an average from 20 to 44 per cent 
of the total labour force in factories in this branch of in- 
dustry is engaged in transportation, warehousing and ma- 
terials handling, while at the Gorky Motor Works “a 
operations are handled by only 15 per cent of its staff. An 
independent department for the organisation of production 
and management has been set up at the works and is en- 


Experience 

of progressive 
enterprises, shops 
and departments in 
introducing scientific 
labour organisation 
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gaged in working out a system for rating the labour of 
office workers, engineers and technicians. 

The Urals Chemical Machine-building Works considered 
it essential to work out plans for scientific labour organi- 
sation at every bench, to introduce progressive working 
methods and a more effective system of remuneration. A 
penetrating analysis of the work of the enterprise revealed 
that only an improvement in production organisation would 
make it possible to attain a higher labour productivity, 
profitability and economic operation. The programme drawn 
up for the improvement of production organisation pro- 
vided for the preparation of production, the planning of 
production within the works and the material supply of its 
shops and departments, greater efficiency in management 
and the introduction of more rational working methods 
for workers, engineers and technicians. 

The experience of the Urals Chemical Machine-building 
Works, the Gorky Motor Works and of a number of other 
enterprises, which initiated the movement for scientific 
labour organisation, attracted country-wide attention. Labo- 
ratories for the introduction of scientific labour organisa- 
tion are being set up at many enterprises and plans and 
schedules are being worked out. Engineers, technicians 
and workers participate in their work and the measures 
already taken have had tangible results. 


REVISION QUESTIONS 


1. What are the advantages of socialist labour organisa- 
tion? 

2. What significance has the growth of labour produc- 
tivity for the triumph of communism? 

3. How is labour productivity increased? 


4. What are the benefits of scientific production and 
labour organisation? 


Chapter XV 


DISTRIBUTION ACCORDING TO LABOUR AND 
SOCIAL CONSUMPTION FUNDS 


1. DISTRIBUTION ACCORDING TO LABOUR—AN ECONOMIC 
LAW OF SOCIALISM 


Social control over The implementation of the prin- 
the measure of labour ciple “From each according to his 
and mieacu ogi ability, to each according to his 
Cenere work? means that society must 
take account of and control the measure of labour and the 
measure of consumption of every worker. Lenin considered 
this a most vital condition for the success of socialist con- 
struction. Such accounting and control is needed for a 
er of objective reasons. 

me socie does not as yet have an abundance of prod- 
ucts to ensure the full and all-sided satisfaction of _the 
rapidly growing requirements of all members of a 

Secondly, labour has not yet become the prime vit ae 
cessity of man; hence, it is necessary to ensure materia 
incentives to induce every worker to work for the common 
good wi imum productivity. ; 
aae still are appreciable distinctions between 
town and country, between mental and physical oe 
Therefore, the labour of individual workers differs not only 
in quantity but also in quality. Bly: i 

The explotteng system has left a deep sie m = 
minds of people and throughout the soci = ae 
struggle is waged against capitalist pere e a iee 
the backward portion of the working people s ~ ee. 
society as little as possible and to get from it a 


as possible, a condition nurtured by ages of forced labour. 


The social control of the measure of labour Spa E 

ure of consumption is an extremely imponan Satie. 

struggle for a new, socialist attitude ee ote dame 
This form of social inducement to work has 
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do with the methods of coercion to work applied under 
capitalism. Under that system the exploiter class uses the 
threat of hunger to make the exploited classes work. Under 
socialism society as a whole exercises an influence on its 
members by controlling the measure of labour and the 
measure of consumption of every worker: the share of the 
social product received by every worker is made to depend 
on the extent to which he participates in the labour of 
society. 

The distribution of material wealth depends on the social 
mode of production. Under socialism distribution is effected 
according to labour. 

The distribution according to the quantity and quality 
of labour serves as a powerful stimulus to raise the labour 
productivity, to advance the economy and the people’s 
welfare. It induces the working people to raise their skills, 
take an interest in the improvement of the labour organ- 
isation, and take an active part in promoting technolog- 
ical progress. The distribution according to labour thus 
promotes the rapid development of the productive forces 
in every way. 

The distribution according to labour is therefore an ob- 
jective economic law of socialism. Socialist society, master- 
ing this law, applies it as the basis for the remuneration of 
labour in all spheres of human activity. The distribution 
according to labour is closely linked with the whole system 
of socialist management in the Soviet Union and other so- 
cialist countries. 

Enemies of socialism, striving to discredit socialism in 
the eyes of uninformed people, depict the principle of ma- 
terial incentives as a concession to capitalist methods. This 
is a slander against socialism. The principle of distribution 
according to labour has nothing whatsoever to do with the 
capitalist striving for profits. A chasm divides the socialist 
principle of higher pay for more effective work from the 
capitalist striving for profits. 

Remuneration according to labour shows millions of 
working people the indissoluble connection which exists 
between the results of labour and the people’s material 
welfare in socialist society. The distribution according to 
the quantity and quality of labour is thus a powerful means 
of educating new, conscious, socialist labour discipline, a 
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feeling of being part of a collective and is a factor strength- 
ening the relations of co-operation and comradely mu- 
tual assistance, which are a distinctive feature of socialist 
production relations. 

The distribution according to labour ensures the direct 
material interest of the working people in the results of 
their labour. It shows millions of working people that it is 
necessary to work well in order to live well. Material in- 
centives spur on the advanced workers and raise the mass 
of the workers to the level of the advanced. 

Remuneration according to labour makes for the correct 

combination of the personal and public interests of the 
working people and for the subordination of personal 
interests to those of society as a whole. The system of 
material incentives is based on Leninist principles of 
planned, economic business management, the introduction 
of cost accounting, the elimination of all mismanagement 
and waste. Strengthening cost accounting and economic 
management is inconceivable without the material interest 
of every worker in the results of his labour, without the 
interest of the staffs of factories, shops, departments and 
teams in their joint performance. 
Fundamental, irreconcilable con- 
tradictions of class and group in- 
terests are typical of all exploiting 
societies. In capitalist society these 
interests are particularly antagon- 
istic. Bourgeois ideologists consider 
it one of their central tasks to camouflage the antagonism 
of interests under capitalism. The anti-scientific theories of 
bourgeois pseudo-scientists about the harmony of interests 
in capitalist society have nothing to do with reality and 
the facts nail these lies at every step. eck 

There can be no irreconcilable interests in socialist so- 
ciety, since all working people are interested in a flourish- 
ing socialist economy. This, however, does not exclude the 
necessity of skilfully combining the direct material in- 
terest of the enterprise’s staff and individual working 
people with those of society as a whole. Sdt 

The essential aim of economic stimulation is to ensure 
that the interests of workers’ collectives and every worker 
and those of society as a whole match. The greater 


Combination of the 
economic interests 
of society, of staffs 
of enterprises and 
individual workers 
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economic stimuli granted to production are to resolve the 
contradictions arising or likely to arise between the 
interests of society, enterprises and individual working 
people. 

The economic way of resolving these contradictions pre- 
supposes the full and knowledgeable utilisation of the whole 
system of value categories: such indices as realisation of 
output, profit and profitability, payment for the use of 
productive assets, deductions from the enterprises’ profits 
to special funds, wages, bonuses, ete. The correct utilisa- 
tion of these and other economic instruments helps 
to achieve a unity between the interests of society, of 
workers’ collectives at enterprises and of individual 
working people. 

In the early years of Soviet power 


Combination of Lenin wrote that socialism and 


material and moral 
SC TACO Ie enthusiasm alone, but with the help 
of the enthusiasm, born of the great revolution, on per- 
sonal interest, on cost accounting. Lenin’s behest shows 
that there must be a correct combination of material and 
moral stimuli to work. 

The practice of socialist construction confirms that with- 
out the material interest of workers in the results of their 
labour the productive forces of the country cannot be 
raised, socialist economy cannot be created and scores of 
millions of people cannot be led towards communism. At 
the same time socialism evolves ever more powerful and 
effective moral stimuli to work. The fundamentally dif- 
ferent position the working people hold in society is a 
source of moral stimuli. It induces the working people to 
work better and more productively for the benefit of society. 
In addition to material stimuli the social approval shown 
for the work people do for society is becoming an enor- 
mous driving force of social progress. 

__Lenin pointed out that personal interest is instrumental 
in raising production. He attached enormous importance to 
material stimuli, to ensuring the material interest of work- 
ers and production staffs in good, successful work for the 
benefit of society. He regarded material incentives for good 
work as an effective factor influencing economic advance, 
and a powerful lever of progress in economic development, 
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communism must not be built on - 





supplementing the moral stimuli to work evolved by the 
socialist system. 

The correct combination of material and moral stimuli 
to work is a great creative force in the struggle for com- 
munism. The further we advance towards communism the 
greater will become the importance of moral stimuli to 
work, the social approyal of the results of labour and the 
feeling of responsibility of every member of society for 
the cause of the whole people. 

The greater incentives granted to enterprises the further 
development of the principle of material stimulation are 
called upon to ensure a correct combination of material 
and moral stimuli to work. It has been observed that in 
some cases the essential unity between the two is lacking. 
The unity of the material interest and moral stimuli is 
vastly important not only economically, but also for 
the development of a truly communist attitude towards 
labour and for the education of the builders of communist 
society. 

Material incentives should be organised so as to strength- 
en the moral stimuli to work. The whole system of the 
accounting of labour and of its results must evoke a desire 
to work better, more productively, to further social inter- 
ests, to exhibit care for the people’s wealth, to economise 
labour and material resources. 

In the course of socialist and communist construction 
moral and material stimuli to work enhance each other and 
aim at a single goal. The ideological and educational work 
directed at developing moral stimuli to work and sharpen- 
ing the material interest of the working people in develop- 
ing production are indissolubly interlinked. Any counter- 
positioning of moral and material stimuli will inevitably 
harm communist construction. 

At the dawn: of capitalism, when 
The harm < the bourgeoisie fought feudalism, 
of wage-levelling it used the equality slogan to draw 
the popular masses over to its side. But under the guise 
of formal equality bourgeois rule conceals the greatest 
inequality between the exploiter and the exploited, the 
rich and the poor. : 

The working class counters the formal equality of Per 
geois society with the demand for genuine equality. The 
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real content of this demand for equality, Marx and En- 
gels explained, is the destruction of classes. 

Having abolished exploitation, socialism eliminates class 
inequality. This does not mean, however, that socialism 
levels everybody’s consumption and everybody’s personal 
tastes and requirements. 

The distribution according to the quantity and quality 
of labour is attended by a struggle against petty-bourgeois 
levelling. The levelling of the remuneration of labour ir- 
respective of the quantity and quality of labour expended, 
qualification, productivity and conscientiousness is incom- 
patible with socialism. Leyelling is at odds with the ma- 
terial stimulation of those who work well, it blunts the 
material interest of workers in improving production, the 
growth of labour productivity and improving their skills. 
The distribution according to 
labour plays an enormous role 
in the creation of the material 
and spiritual prerequisites of the 
higher phase of communism. 
This method of distribution is essential to ensure the most 
rapid development of the productive forces of socialist 
society. 

The building of communism must rely on the principle 
of material interest. During the whole period of commun- 
ist construction remuneration according to labour remains 
the main source for satisfying the working people’s ma- 
terial and cultural requirements. At the same time as com- 
Munism draws closer, the Programme of the CPSU says, 
personal requirements will be satisfied to an ever greater 
extent from social consumption funds, and the rate of their 
growth will outstrip that of the individual remuneration 
according to labour. The transition to communist distribu- 
tion according to requirements will be completed only when 
the socialist principle of distribution according to labour 
exhausts itself completely, i.e., when there will be an 
abundance of material and cultural wealth and labour will 
become a vital necessity for all members of society. 

The dialectics of life are such that the implementation 
of the principle of distribution according to labour creates 
the conditions for implementing the communist prin- 


Distribution 
according to labour 
and communist 
construction 
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ciple of distribution according to requirements. No wall 
divides the two forms of distribution, just as no wall 
divides the two stages of communist society. 


2. WAGES AT STATE ENTERPRISES 


Basic principles of Under socialism labour is remuner- 
the organisation of 


F ated in keeping with the law 

mae gausi of the distribution according to the 

quantity and quality of work done. 

Having taken cognisance of this law socialist society con- 

stantly utilises it to improve the forms and methods of 
labour remuneration. 

Factory and office workers employed at state-owned so- 
cialist enterprises are paid wages. Under socialism wages 
express the relation between society as a whole, as repre- 
sented by the state, and the individual factory and office 
workers, the labour of which is assessed according to its 
quantity and quality. 

The wages of the whole working class are the share 
of the national income that goes to cover the individual 
consumption of the factory and office workers and is 
distributed according to labour. Wages are paid in 
cash. 

In socialist society there is no room for the operation 
of the market laws of value of labour power, which deter- 
mine the wage level under capitalism. There is no struggle 
between the working class and the capitalists for the size 
of the wages, since there is no capitalist class. There is no 
competition between workers. The working class, through 
its state bodies, determines the size of wages in a planned 
way in the interests of society as a whole. y 
The wage level is fixed so as to ensure that alongside 
the steady rise in the working people's welfare, the share 
of the surplus product left to society should suffice to 
cover all its needs. The wage policy is called upon to en- 
sure the material interest of factory and office workers, 
specialists, and managers of state enterprises in the results 
of their labour. 

At the present time the main objective of the nage 
policy is to steadily raise the wages as a stimulant in the 
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fulfilment of the most important production tasks of the 
current five-year plan. The systematic increase of wages 
will be combined with the provision of greater incentives 
to those workers who contribute a greater share to the 
development and improvement of production. The remu- 
neration of labour must be organised so that every worker 
and technician should know by how much his wage will 
grow if he improves the indicators of his work, what share 
he personally will receive from the additional income of 
the enterprise. 

In socialist society the size of wages depends mainly on 
the level of labour productivity. Labour productivity must 
grow quicker than wages. This is a condition that guaran- 
tees society sufficient means to satisfy its growing require- 
ments and accumulate and expand production. 

Skilled workers receive more pay than unskilled workers, 
This is in keeping with the socialist law of distribution 
according to the quantity and quality of labour: skilled 
labour is labour of a higher quality, labour creating a high- 
er value. The higher reward of skilled labour stimulates 
the self-improvement of workers and prompts them to 
raise their skills. 

Workers employed in arduous jobs, and also workers 
with leading professions (for example, combine operators— 
in coal mining; kiln operators, steel smelters, rolling mill 
operators—in metallurgy) also receive higher wages. In the 
new five-year plan period more advantages will be given to 
those working in arduous or harmful conditions, on under- 
ground and more exacting jobs. 

The wage policy takes account also of the specifics of 
the Various regions of the country, their natural and cli- 
matic conditions, the degree to which the areas are econom- 
ically developed and the obtaining retail prices. 

Rating of work The organisation of wages in ac- 

cordance with the economic law 
of the distribution according to labour presupposes a cor- 
rect rating of work and a rational grading system. 

To pay a worker in accordance with the quantity and 
quality of his labour we must preliminarily establish how 
much labour is needed to fulfil each job. This is achieved 
through technical rating—the establishment of time quotas 
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or output quotas (or standards). The constant improvement 
of technical rating is one of the main tasks of economic 
development. 

The time standard is a definition of all time expenditure 
needed to fulfil a definite job. The output standard is the 
determination of the number or the volume of output, or 
number of parts, or operations the worker must fulfil 
within a certain time—an hour, a working day or a month. 
The output standard is determined by dividing the working 
hour (or the working day, or total number of working 
hours per month) by the time standard for the production 
of a unit of output. 

The time standard is used predominantly in individual or 
batch production and output standards—in mass produc- 
tion. 

The conditions obtaining at the enterprise are taken 
into account when output standards are established, at the 
same time, however, due account is taken also of available 
reserves: the opportunities for the better utilisation of 
equipment and the improvement of technology. Organisa- 
tional and technical measures are outlined to ensure the 
application of the most productive methods for the fulfil- 
ment of every job. In this way technically justified stand- 
ards are established. 

The technological equipment of socialist industry grows 
constantly. Production methods and labour organisation 
are improved, a great number of measures are implemented 
to improve production. All this enables the workers to raise 
their output without an increase in labour expenditure. 
Standards are therefore revised as technological and organ- 
isational improvements are introduced into production. 
To prevent an unfounded revision of standards and to en- 
sure the participation of the enterprise staffs in this mat- 
ter all revisions of standards must be approved by the 
factory’s trade union organisation. 

The standards must always correspond to the level of 
equipment, technology and production organisation. Only 
in that case are they able to fulfil their organisational role 
in production. 

The remuneration of the workers is based on the grad- 
ing system. The principal elements of this system are the 
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schedules of grades, the basic rate, and the skill-grading 
handbook. 

The schedules of grades determine the payment for work 
according to how complicated or difficult it is. Ail jobs are 
divided into a definite number of groups or grades. 

The basic rates determine the amount of payment for 
the fulfilment of the fixed output standard. The basic rate 
in Grade 1 serves to determine rates in the upward grades. 
The wage rates of other skill-categories are determined by 
multiplying the rate of Grade 1 by the coefficient for the 
skill-category of the grade in question. 

The skill-grading handbook contains the characteristics 
of the jobs performed at the enterprise. It serves as the 
basis for determining the worker’s qualifications and for 
placing him in a definite grade in the schedule of grades. 

At state-owned socialist enterprises 
Formae ana oes two basic forms of wages are em 

—Piece-rates and time-rates. Each 
of these forms can be individual or group (collective): 

The piece-rate, under which the worker's earnings de- 
pend directly on the amount of output, the parts or opera- 
tions he produces, is more widespread. More ihan two- 
thirds of the workers employed in Soviet industry are paid 
according to piece-rate systems. Piece-rates stimulate the 
raising of workers’ skills, better equipment utilisation, the 
struggle against losses of working time, stoppages and or- 
ganisational hitches in production. 4 
: Under the individual direct piece-rate system the worker 
is paid a definite piece-rate price for each unit of output. 
Piece-rates are fixed in accordance with the grade and time 
or output standard. 

In some cases the progressive piece-rate system is applied, 
according to which every unit produced over and above 
the basic quota is paid for at a progressively increasing 
rate. This system cannot be applied on a mass scale or con- 
stantly, because under it a worker’s wages can grow quicker 
than his labour productivity. In certain cases, however, 
Pien bottlenecks must be urgently abolished, it may be in 
eae of the enterprise to apply progressive piece- 
Time-rates are also applied in industry. Under this system 
the worker is paid on the basis of time actually worked. 
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About one-third of the workers in Soviet industry work 
under this system. 

Time-rates are used where it is impossible accurately to 

determine the output of the workers, as for example in 
repair work. It is used to pay repair workers, adjusters, 
crane operators, electricians, etc. Time-rates are used also 
on some sections of automated production, where the 
worker is engaged mainly in the adjustment, repair and 
maintenance of machinery. The time plus bonus system is 
successfully used at enterprises and in sectors equipped 
with _ strictly-regimented (automatic) machinery and 
working conditions. 
All forms of labour remuneration 
are being improved as the produc- 
tive forces of socialist society devel- 
op, and as more equipment becomes available to labour. 
Within the past few years measures have been taken to 
reform the wages of factory and office workers. Unified 
grades have been introduced in the various branches of 
production. New basic rates, schedules of grades and 
salaries were introduced in the branches of production, ir- 
respective of the departmental subordination of enterprises. 
As a result the number of the schedules of grades has been 
reduced from about 2,000 to 10, the number of basic rates 
for Grade 1 from several thousand to 30, the number of 
scales of salaries from 700 to about 30-35. Thus a firm 
basis has been created for the extensive introduction of 
unified standards in the various branches of the economy. 
The share of technically based output standards has grown 
in the basic industries. x z 

The wage reform has abolished the excessive differen- 
tiation in the remuneration of the labour of different cate- 
gories of workers, which had arisen after the Second World 
War. During the seven-year plan period the minimum wage 
of factory and office workers and the wage rates and 
salaries of workers in the low and medium income bracket 
have been raised. The remuneration of the labour of work- 
ers in industries directly catering for the population—work- 
ers in education, publie health, culture, trade and housing 
and utilities has also been raised. In the current Sota 
period the minimum wage in the economy has been raisec 
again and is now sixty rubles a month. 
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Materialincentives The new system of management 
fund creates conditions under which the 


opportunities of the enterprises to 
raise wages will depend mainly on the growth of produc- 
tion and the improvement of the quality of output, on an 
increase in profits and a rise of the profitability. While the 
basic rates and salaries of the factory and office workers 
will continue to grow in a centralised way, enterprises will 
in addition to the wage fund have a material incentives 
fund to reward workers for individual achievements which 
is geared to the performance of the enterprise as a whole. 

The economic reform is a fundamental change from for- 
mer conditions when far too little material incentives were 
provided to enterprise’s staffs to improve the general results 
of their work. Before the reform enterprises had only very 
limited means at their disposal to stimulate the factory and 
office workers from finances created by the enterprise itself. 
About a half of the factories did not have a fund formed 
from profits. And even at factories which did have such 
a fund it was very small and the sums allotted to incentives 
were negligible. As a rule bonuses and other rewards were 
paid not out of profits but out of the wage fund. The in- 
crease in profits and the growth of the profitability of pro- 
duction did not exert a direct influence on the size of the 
workers’ wages. 

With the transition to the new system of planning and 
economic stimulation, the material incentives fund is being 
created out of deductions from the enterprise’s profits. This 
fund pays for the bonuses of factory and office workers for 
good work during the year and also for lump sum awards 
at the end of the year. Deductions to the material incen- 
tives fund are made according to quotas stipulated for a 
number of years ahead, and the size of the fund depends 
on the growth in the output sold or on the profits and 
profitability envisaged in the plan. The rewards for the 
overfulfilment of the plan will be relatively smaller than 
those for the fulfilment of the plan indicators to make the 
enterprise interested in assuming higher plan targets and in 
mobilising all its reserves for their fulfilment. 

The material incentives fund will also grow with an in- 
crease in the share of new output and also as a result of 
additional incomes received by the enterprise from mark- 
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ups on the price in connection with improvements in the 
quality of output. This makes enterprises interested in mas- 
tering the production of new output and in up-grading 
the quality of output. The creation of the enterprise’s fund 
for socio-cultural measures and housing construction fur- 
ther extends its sphere of granting material incentives to 
its workers. The means in this fund supplement centralised 
resources for the building of housing, maintenance of chil- 
dren’s institutions and pioneer camps, and for the better 
organisation of rest homes and sanatoriums. 

The economic reform thus makes it possible to put the 
share of the enterprise’s profits used to raise the material 
interest of the workers in the results of production to bet- 
ter use. Profit becomes an important internal resource of 
the enterprise for the material stimulation of the factory 
and office workers. This creates conditions for increasing 
the material interest of workers in the general results of 
the enterprise’s activities, for enhancing the interest of all 
working people in the growth of production, organising 
labour in a better way and raising the quantitative and 
qualitative indicators of the enterprise’s performance. 

The formation of material incentives funds at enterprises 
will enhance the collective interest of all workers in im- 
proving the general results of the enterprise’s performance. 
The rise in the share of bonuses and lump sum rewards in 
the wages of factory and office workers, envisaged in the 
new five-year plan, will help better to combine the interests 
of every worker with those of the whole staff and of so- 
ciety as a whole. With the introduction of the new system 
of stimulation, the bonus systems, which take into account 
the labour productivity, the quality of work and individual 
and collective production results will gradually extend to 
workers of all categories. 


3. PAYMENT FOR WORK IN COLLECTIVE FARMS 


The working class and the collec- 
tive farmers receive their incomes 
for their collective labour at social- 
ist enterprises according to the so- 
“From each according to his ability, to 
e is, however, a difference 


Specifics of the 
payment for work 
in collective farms 


cialist principle 
each according to his work”. Ther 
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in the methods by which work is paid for at stale enter- 
prises and at collective farms. 

At state enterprises factory and office workers receive 
wages of a size fixed by the state. In collective farms the 
farmers are paid out of the incomes of the collective econ- 
omy and the size of the payments is determined by the 
members of the relevant collective farm. The increase in 
the incomes of the collective farm resulting from the growth 
of output and the lowering of outlay on production in- 
creases the welfare of the artel members. 

The piece-rate is the main form used for the remunera- 
tion of labour in collective farms. The board of the collec- 
tive farm works out and the general meeting of the col- 
lective farm members approves the output quotas and rates 
for every job in keeping with the conditions at the given 
farm, with the skill required for the relevant job and with 
its complexity and arduousness. 

The greater mechanisation of agricultural production, 
the growing skills of the collective farmers, and better labour 
organisation make it necessary to revise the output quotas 
and wage rates at collective farms systematically and to 
fix more suitable ones. This ensures a constant rise in the 
labour productivity, increases accumulations for the extend- 
ed reproduction of the collective economy and advances 
the collective farmers’ material welfare. The improvement 
of the relations within the collective farms makes it neces- 
sary for the rating, organisation and remuneration of labour 
in collective farms to draw nearer to the level and forms 
at state enterprises. 

For a long time collective farmers were paid exclusively 
according to the system of workday units. The workday 
unit was the common measure for the heterogeneous kinds 
of labour in the collective farm. 

Under the workday unit system the income of every 
farmer from his work in the collective farm depends on 
the number of workday units earned and on the growth of 
the farm’s income. The number of workday units depends 
on the amount of work done by every member of the farm. 
But the size of the workday unit, i.e., the amount of prod- 
ucts and money the farmer is paid per workday unit is 
determined by the work of the whole artel, by the state 
of its economy and by its incomes. ; 
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Under the system of remuneration according to workday 
units the farmers receive for each workday unit a part of 
the collective farm’s output in kind and a certain share of 
the collective farm’s money incomes in cash. The collective 
farmers sell part of the products they receive according to 
workday units, and also part of those they produce on their 
personal subsidiary plots on the market. 

The workday unit replaced the system of egalitarian 
distribution according to “mouths to feed”. Therefore the 
remuneration of the collective farmers according to work- 
day units was a major triumph of the socialist principle of 
distribution according to labour. But the workday unit in 
itself does not take into account the qualitative aspect of 
the labour of separate teams. The further development of 
the collective farms made it necessary to introduce an ad- 
ditional reward for quality—for high yields in crop farming 
and high productivity in animal farming. 

Under the workday unit system the collective farmers 
received their whole income at the end of the year and 
predominantly in kind. Later monthly advances in cash 
were introduced. With the further advance of the collective 
farm economy and the growth of commodity-money rela- 
tions the artels made a transition to the remuneration of 
the labour in cash according to fixed quotas and rates. 
Under this system a definite part of the farm’s agricultural 
output is distributed among the collective farmers on ac- 
count of their earnings in kind in amounts laid down by 
the general meeting of the artel members. By 
In accordance with the decisions 
of the March (1965) Plenary Meet- 
ing of the Central Committee and 
the 23rd Congress of the CPSU 
the Party and the Government are implementing a wide 
set of measures aimed at raising the incomes of collective 
farms and farmers from their work in the collective farm. 

Stable plans containing yearly targets have been fixed 
for the purchase of agricultural products for a number of 
years in advance—six years for grain and five years for 
other products. In fulfilling the plan for state purchases, 
the collective farms have been afforded the opportunity to 
plan production independently, to specialise their economy 
so as to derive maximum economic benefits on the basis 
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of advanced agricultural techniques. At the same time the 
former purchasing plans were reduced, while purchasing 
prices were substantially raised so that agricultural pro- 
duction has become profitable in all farms operating nor- 
mally. If there is a surplus of crops over and above the 
plan targets, the collective farms can sell them at prices 
that are higher than those for the planned output. This 
is an additional incentive to increase output. 

Changes in the methods of planning and the increase in 
the purchasing prices for agricultural products create con- 
ditions for raising the material interest of the collective 
farmers in the growth of the collective farm economy. The 
collective farms are able to set aside larger sums for pay- 
ment to farmers. The proviso of the Programme of the 
CPSU that every collective farm increase the incomes 
of the farmers from the commonly-owned economy and 
raise their living standard in accordance with the rise 
in their labour productivity is being realised in this 
manner. 

Vital to the growth of the incomes of the collective farms 
and of the farmers from the commonly-owned economy is 
the assistance being given by the state to the development 
and strengthening of the material and technical basis of agri- 
culture. The five-year plan provides for a growth of state 
capital investments in agriculture by about 100 per cent. 
A total of 41,000 million rubles have been assigned to the 
construction of productive capacities and the acquisition 
of equipment during the five-year period. During that pe- 
riod an additional 1,790,000 tractors, 1,100,000 lorries and 
550,000 combine harvesters will be supplied to collective 
farms. The supply of mineral fertilisers will also be in- 
creased with every passing year. The electrification of col- 
lective farms and state farms is assuming a wider scale. 
The substantial increase in the delivery of new equipment. 
mineral fertilisers, power and the simultaneous growth of 
the material interest of the workers in agriculture is to 
ensure a high development rate in agriculture. The growth 
in the production of foodstuffs and industrial raw materials 
will help fuller to satisfy the country’s requirements. The 
use of chemical fertilisers, the mechanisation and electrifi- 
cation of agriculture will make it possible to raise the labour 
productivity and gradually to raise the index of machinery 
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available to labour and the organisation of labour in agri- 
culture to the level in industry. 

The economic growth of the collective farms is the foun- 
dation ensuring the advance of the collective farmers’ wel- 
fare and guaranteeing that the level of their remuneration 
will draw closer to the level of the remuneration of the 
factory and office workers. 

The introduction of guaranteed 
Introduction of a payments in collective farms is 
eager remunera- crucial in strengthening the eco- 
ln ph nomic position of the collective 

farms and to the improvement in 
the living conditions of the rural population. 

The methods by which the incomes in collective farms 
were formerly distributed often led to vacillations in the 
size of the remuneration of the collective farmers’ labour. 
In many collective farms there were no permanent pay- 
ments for work done. In this connection the Party and 
the Government recommended that the collective farms in- 
troduce guaranteed payments to the collective farmers on the 
basis of the wage-rates used in state farms for correspond- 
ing work. The output quotas introduced take into account 
the concrete conditions at the farm, and are based on the 
quotas in collective farms. 5 

The introduction of guaranteed monthly remuneration 
of labour in collective farms has become possible thanks 
to the development of the collective farm economy. In 1965 
the incomes of the collective farms from sales of output 
increased by more than 2,500 million rubles over the 1964 
figure, and ‘about 50 per cent of that sum went to raise the 
incomes of the farmers. The number of farms with a low 
level of remuneration has quickly shrunk. Conditions have 
been created to make the few remaining ones financially 
sound. 

The introduction of guaranteed monthly payments to 
collective farmers is a fundamental improvement of the 
whole system of distribution of collective | farm incomes. 
Formerly, the fund of payments to collective farmers was 
formed from the income which remained after avatpenis 
had been made to the non-distributable and social ipee. 
Now, however, before the collective farm’s income E lis- 
tributed, funds are set aside for payments for the collective 
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farmers’ labour. It has also been recommended to set aside 
a definite part of the collected gross harvest of grain and 
other products to guarantee the collective farmers’ income 
in kind. The collective farmers may receive these products 
on account of their guaranteed pay in accordance with the 
procedure laid down by the general meeting of the artel 
members. 

The introduction of guaranteed remuneration of labour 
for collective farmers and the further increase in the size 
of that remuneration are carried out on the basis of the 
growth of production and the rise in the labour produc- 
tivity in collective farms, the strict observance of the regime 
of economy and the constant concern for the advance of 
the collective farm economy. This is a major step in fulfil- 
ling one of the main tasks of the five-year plan: a closer 
approximation of the living standards in town and country. 


4. SOCIAL CONSUMPTION FUNDS 


Importance of social 


Sanat rinetciacet Alongside the growth of the work- 


eaka in the ing people’s incomes through the 
people’s living remuneration of labour. the growth 
standard i 


a8 ne social consumption funds is 
vital in advancing the people’s 
welfare. These funds finance the pidike of the sta 
on education, health services, pension benefits, the main- 
tenance of children in children’s institutions. and in future 
will finance the transition to free communal services, etc. 
The social consumption funds play an enormous role in 
satisfying the social and cultural requirements of the peo- 
ple in Socialist society. The social consumption funds are 
particularly important to families with many children. 
ae education, health services, the absence of unem- 
ne and many other advantages of socialism have 
ree been part of the everyday life of the Soviet peo- 
ple si ese oe are an irrevocable achievement of the 
Ms oe people, who have left the capitalist countries far 
ehind in this respect. These benefits are paid for by the 
social consumption funds, which have grown at a partic- 
ularly rapid Tate in the postwar period. The grants and 
privileges paid out of these funds to the population have 
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grown from 4,600 million rubles in 1940 to 41,500 million 
rubles in 1965. 

The growth of the social consumption funds exerts an 

appreciable influence on the advance of the people’s living 
standard. This can be seen from the following. The average 
monthly wages of factory and office workers have grown 
from 78 rubles in 1958 to 95 rubles in 1965, while consider- 
ing the grants and privileges they have received from the 
social consumption funds, the incomes of factory and office 
workers have grown from 104 to 128 rubles during that 
period. In 1965 state pensions were introduced for collective 
farmers. The number of people drawing state pensions has 
grown from 20 million to 32 million. Close on 17 million 
flats and individual houses have been built in town and 
country, the increment being equal to two-fifths of the 
total housing facilities that were available at the beginning 
of the seven-year plan period. 
While the remuneration according 
to the quantity and quality of 
work done will remain the basic 
source of satisfying the people’s requirements, during the 
whole period of communist construction, there will be at 
the same time a steady growth of the social consumption 
funds. This does not undermine the material interest of 
the working people in the results of their labour, but pro- 
motes the solution of a number of important socio-economic 
problems in a communist way. 

Among them are, first, the maintenance of the up-and- 
coming generation. Soviet society is now on its way to 
assuming all expenditure connected with this task. 

Second, the rise in the educational level of the popula- 
tion and the development of culture and science. This 
includes the state expenditure on the building of 
schools, universities, research institutes, theatres, cinemas, 
etc. Br, 

Third, the safeguarding of the people’s health. This in- 
cludes the vast sphere of medical services, the organisation 
of rest and treatment. a ta 

Fourth, the improvement of the people’s living conditions. 
This includes the solution of the housing problem, supply 
ing the population with well-appointed houses, communa 
services, etc. 


Types of social 
consumption funds 
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Fifth, the care of society for its incapacitated members. 
This includes old age and disability pensions. 

The growth of the social consumption funds considerably 
mitigates the inequality as regards property, which is in- 
evitable in socialist society, since under it the remuneration 
according to the quantity and quality of work done re- 
mains an objective necessity. 


5. MAIN WAYS FOR THE FURTHER ADVANCE OF THE 
PEOPLE’S LIVING STANDARD 


Indicators The living standard of the people 
of the people’s cannot be characterised by any 
Hving standard single indicator, but only by a 
whole set of indicators characterising the various sides of 
the people’s labour and life. 

One of the main indicators of the material welfare of a 
people is the size of the working people’s real income. The 
size of the real incomes depends on three factors: first, on 
the size of the money incomes, secondly, on the level of 
the prices of consumer goods and services, and thirdly, on 
the size of social consumption funds. The higher the real 
incomes of the population the greater is the per capita 
consumption. 

At the same time the working conditions of workers and 
peasants are also enormously important to the people’s 
living standard. They include the length of the working 
day and paid vacations, the degree of mechanisation of 
labour, the degree of its intensity, the arduousness and 
harmfulness of labour, its safety and many other factors. 
In comparing the living standards in countries with differ- 
ent social systems it is necessary to take into account the 
employment index, which depends on whether there is un- 
employment in the country and on its size and for the rural 
population on whether there is an overpopulation and on 
its size. An important aspect of the working people’s living 
standard is the structure of their expenditure (family 
budget), the relation of the expenditures on the satisfaction 
of different sorts of requirements. 

Housing, health services, the longevity of the people, 
and the cultural facilities at their disposal, are another 
factor determining the standard of living. 
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The growth of the socialist economy is indissolubly 
linked with the enormous facilitation of labour. In Soviet 
industry technological progress has led to the disappear- 
ance of many professions, connected with hard physical 
labour, while the rapid development of science and tech- 
nology leads to a further facilitation of labour. The hard 
labour of the individual farmer, who tilled the land with 
oulmoded implements, has disappeared once and for all 
from agriculture. 

During the years of Soviet power the average duration 
of the working day in industry has decreased from 9.9 hours 
in 1913 to 6.93 hours in 1964, i.e., by 2.97 hours. It should 
be remembered that in tsarist Russia the working day often 
reached 12 to 14 hours. Today the actual working week in 
the U.S.S.R. is approximately 40 hours. The working day has 
been decreased while wages haye remained at the same level 
or have been raised. The collective farmer works today 33 
per cent less time than individual farmers did. All intensive 
work in the collective farms is done with the help of tractor- 
drawn implements or self-propelled farm machinery. 

The growth of the population’s real incomes systemati- 
cally increases popular consumption. The volume of the 
retail trade turnover of state and co-operative trading en- 
terprises, including public catering establishments, has 
grown in 1965 by 336 per cent over the 1940 volume, the 
sale of foodstuffs by 260 per cent, non-foodstuffs by 467 
per cent. 

In pre-revolutionary Russia the working people’s housing 
conditions were extremely inadequate. In the Soviet Union 
gigantic housing construction is underway. Between 1918 
and 1965, 1,190.9 million square metres of direct use living 
space were built, of which 556.5 million square metres were 
built between 1959 and 1965. At the same time the share 
of rent in the family budget has decreased substantially. 
In pre-revolutionary Russia rents swallowed an average of 
20 per cent of the working family’s budget, often as much 
as 33 per cent. At present the expenditure on rent and 
communal services averages 4 to 5 per cent of the working 
family’s budget. 5 F 

A striking indication of the Soviet people’s growing wel- 
fare is the fact that their longevity has almost doubled, 
as compared with pre-revolutionary times. 
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In socialist society the people’s material welfare grows 
with the expansion of social production, the development 
of the productive forces, the rise in labour productivity and 
the increase in the effectiveness of social production. This 
regularity is conditioned by the main aim of socialist pro- 
duction, which is the ever fuller satisfaction of the work- 
ing people’s growing requirements. 

The systematic rise of the people’s living standard is an 
economic law of socialism. Like other economic laws, this 
law does not operate automatically. Persistent, selfless 
labour, the growth of its productivity, the improvement of 
its organisation, the struggle against all unproductive ex- 
penditure and losses are conditions for the systematic 
growth of the Soviet people’s material welfare. 

The only source ensuring the rise of the people’s living 
standard is the mass of material wealth being created by 
their labour. In socialist society the working people know: 
to produce more today, means to possess more tomorrow. 
The five-year plan for economic 
development between 1966 and 
1970 opens up wide prospects for 
the further advance of the people’s 
welfare. The growth of the working people’s living standard 
is the main economic and political task of the five-year 
period. A system of well-considered and scientifically based 
measures serves to accomplish this task which will affect 
all aspects of economic and cultural development. 

In the present five-year period the Communist Party is 
steering a consistent course towards accelerating growth 
rates in the people’s welfare, one of its chief tasks. The 
Directives of the 23rd Congress of the CPSU say: “In view 
of the fact that the main purpose of socialist production is 
to satisfy the growing material and cultural needs of 
the people, a further substantial improvement in living 
standards shall be ensured in the next five years by means 
of greater labour productivity, by increasing the output of 
material values and accelerating the growth rate of the na- 
tional income.” 

The further advance of the people’s welfare will be 
achieved by a series of measures, including: 

first, the rise in the wages of factory and office workers, 





Rise in the people’s 
welfare under the 
five-year plan 
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and of the incomes of collective farmers from the socialised 
economy; 
second, the growth of the social consumption funds; 
third, the expansion of consumer goods production; 
fourth, the further expansion of housing construction; 
fifth, a considerable improvement in the communal 
and cultural services rendered to the urban and rural 
population. 
The higher remuneration of labour 
will be decisive in raising the wel- 
fare of the people. It is the primary 
stimulus for the development of 
production and at the same time 
the main source of the working people’s higher incomes. 
For this reason the increase in the remuneration of labour 
will remain the chief means of raising the people’s living 
standard during the period of communist construction. 
The new five-year plan provides for a considerable growth 
of this main source of the population’s income. The aver- 
age monthly wages of factory and office workers will grow 
by 20 per cent during the period. By the end of the five- 
year period the average monthly wage will be 115 rubles. 
Taking into account the grants and privileges from the so- 
cial consumption funds, the average wage of factory and 
office workers will reach about 155 rubles. The incomes of 
the collective farmers from the collective economy will 
grow by an average of 35-40 per cent. As a result the fund 
for the remuneration of the labour of factory and office 
workers and collective farmers will grow by about 40 per 
cent during the five-year period. ; 
In addition to wage increases the abolition and reduction 
of taxes on the wages of some categories of factory, office 
and other workers will continue. The gradual introduction 
of guaranteed monthly payments for the work of collective 
farmers, taking into account the wages of state farm work- 
ers doing identical jobs and output quotas, will also greatly 
contribute to the advance of the collective farmers’ wel- 
fare. The incomes of the collective farmers from the col- 
lective economy will grow on the basis of a rise in mn 
productivity and the better use of the labour resources 0 
the collective farms throughout the year. Another source 


Growth of the 
remuneration of 
labour in the new 
five-year period 
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for a growth of the income of the rural population are the 
personal subsidiary plots of the collective farmers. 
The five-year plan envisages an jn- 
f crease in the money grants and 
consumption a privileges afforded to the popula- 
period tion at the expense of social con- 
sumption funds by no less than 40 
per cent. These funds are to finance social insurance meas- 
ures, pensions, students’ and other grants, paid vacations, 
free tuition and free medical services, the provision of ac- 
commodations in sanatoriums and rest homes free of charge 
or on cut-rate terms, the maintenance of kindergartens 
and créches and other socio-cultural services. 

Under the five-year plan the minimum size of the old- 
age pensions of factory and office workers and collective 
farmers has been raised, and collective farmers receive 
pensions now on the same conditions as factory and office 
workers. The payment of temporary disability grants to all 
working people has also been improved. 

The development of education and medical services is a 
major factor determining the people’s material and cultural 
standard. The five-year plan envisages completing, in the 
main, the introduction of universal secondary education, 
greatly increasing the number of students in secondary 
specialised and higher educational institutions and also in 
vocational schools. The network of state children’s institu- 
tions is to be extended so as to satisfy in the main the 
urban population’s need for them and to fulfil the rural 
population’s requirements to a high degree. The five-year 
plan provides for a considerable improvement of the 
medical services in town and country. This is to be achieved 
through the extensive building of hospitals and other 
medical establishments, increasing the medical industry 
output through measures serving to further improve the 
treatment in sanatoriums and facilities in rest homes. 
Guetn The increase in the people’s in- 
of consumption comes during the current five-year 


plan period will b j 
further growth of E lnk fae bys 


The five-year plan provides for a considerable increase 


in the population’s consumpti i 
| ption of foodstuffs and indus- 
trial goods. The sale of consumer goods by state and co- 
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operatives will grow by no less than 40 per cent. At the 
same time the range and quality of consumer goods is to 
improve. 

The five-year plan provides for an improvement of the 
structure of the family diets. There is to be an increase 
in the per capita consumption of meat and meat products 
by 20 to 25 per cent, milk and dairy products by 15 to 18 
per cent, sugar by about 25 per cent, vegetables and 
melons by 35 to 40 per cent, vegetable oils by 40 to 46 per 
cent, fruit and grapes by 45 to 50 per cent and fish and 
fish products by 50 to 60 per cent. . 

Sales of fabrics, clothes and knitwear are to grow by 
40 per cent, those of knitwear by more than 90 per cent. 

A major role is assigned to the improvement of trading 
methods, to greater consideration for the consumer de- 
mand, the adjustment of the assortment of goods in keep- 
ing with the tastes and wishes of consumers, the wide- 
spread introduction of higher trading standards and the 
improvement of the quality of consumer goods. 

The real incomes of the population will grow also 
through retail price cuts on some foodstuffs and industrial 
goods, notably children’s goods. The price cuts will be oe 
on the growth of consumer goods production and will be 
effected as the necessary commodity resources accumulate. 

The role of the services sector in raising the people’s 
living standard grows as the productive forces develop nn 
the welfare of the population advances. In the aia 
five-year period this sector will expand substantially. E 
ing this period the real per capita income 1s = peed 
about 30 per cent, the volume of the retail trade ated 
per cent and the turnover of public catering es : a 
ments by about 50 per cent, the volume of paves a “i 
population by about 150 per cent. The fop yen iih 
visages transforming the service industry ini A mieh s 
technically well-equipped sector of the economy 
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power much has been done to solve the housing problem. 


fet, till remains to be done. ; 
: The sive plan envisages a further “cena 
housing construction. During the five-year perio 
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lion square metres of housing space are to be built in 
towns, urban settlements and state farms at the expense 
of state capital investments and co-operative funds. In ad- 
dition factory and office workers will build with the help 
of state credits individual houses of a total floor-space of 
over 80 million square metres. In rural areas the popula- 
tion and collective farms will build 2-2.5 million houses. 
The total volume of housing construction will grow by 30 
per cent. All this is a long step towards solving the hous- 
ing problem. 

Enterprises being transferred to the new conditions of 
planning and economic stimulation are accumulating funds 
for socio-cultural measures and housing construction. This 
will expand the building of houses. Factory and office 
workers and collective farmers building individual houses 
from their private means or with state credits are ren- 
dered extensive assistance. 

The fulfilment of the housing construction programme 
envisaged in the five-year plan will improve housing con- 
ditions for some 65 million people as compared with 54 
million in the preceding five years. But even this enormous 
programme will not fully solve the housing problem. The 
extent to which the population is provided with housing is 
an indicator of the people’s living standard that depends 
not only on the current national income but also on the 
level of accumulated wealth, since housing facilities 
are created over decades. The growth of the national 
wealth of socialist society is an earnest of the successful 
solution of this vital problem. 

Rent The rise in the material welfare in 

PE aT of the socialist society, which is advancing 

along the road to communism, is 

attended by a gradual decrease in the difference between 
high and comparatively low incomes. 

The development of the productive forces of society and 
technological progress raise the cultural and technological 
level of the working people. A steadily growing number 
of unskilled factory and office workers are acquiring skills. 
The rise in skills and the increase in labour productivity 
go hand in hand with a consistent decrease in the pay 
differential. As the welfare of the whole population grows 
the wages of people in the low income brackets will rise 
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and the difference between the incomes of workers and 
peasants will gradually diminish. 

The decrease of the pay differential however should not 
be regarded in the light of an egalitarian distribution. It 
is based on the approximation of the levels of qualifica- 
tion and labour productivity. The approximation of the 
income levels is therefore not at odds with the principle of 
the material interest of the working people in better work 
but, on the contrary, promotes this principle. 

The new five-year plan sets the task of radically improv- 
ing the material conditions of low-paid working people. 
This refers to unskilled factory and office workers and 
junior service personnel. Extensive mechanisation of 
auxiliary work and of all sorts of accounting techniques 
as well as the automation of production will ease the need 
for unskilled labour. Many of unskilled workers will raise 
their skills and obtain better paid jobs. 

The targets of the five-year plan provide for measures 
aimed at the consistent approximation of the way of life 
in rural and urban areas, at overcoming the socio-economic 
and cultural distinctions between town and country an 
cementing the alliance between the working class and the 
peasantry. During the five-year period the general educa- 
tional and cultural and technological level of the masses will 
rise substantially, and the essential distinctions between 
manual and physical labour will decrease. The substantial 
growth of the people’s welfare provided for by the five-year 
plan can be achieved only if the effectiveness of social pro- 
duction is consistently raised. The success depends on the 
efforts of all Soviet people, on their initiative and on their 
truly business-like attitude towards their duties. 


REVISION QUESTIONS 


1. What is the meaning of the socialist principle “From 
each according to his ability, to each according to his 
work”? 

2. What interdependence is there between the growth of 
labour productivity and the growth of wages? ; 

3. What are the social consumption funds and what is 
their role in the real incomes of the working people? 

4. What are the tasks of the five-year plan with Tespect 
to the growth of the Soviet people’s material welfare? 

















Chapter XVI 


SOCIALIST REPRODUCTION AND CIRCULATION 
PROCESSES 


1. SOCIALIST REPRODUCTION 

Specifies Under socialism, the most progres- 
oaia sive social system, e r odoctiea is 
$ of the extended type. Extended 
socialist reproduction embraces three interlinked processes. 

First, the reproduction of socialist production relations, 
which are steadily improving in the course of extended re- 
production. 

Second, the reproduction of the social product, which 
is effected on a growing scale with every passing year. 

Third, the reproduction of the labour force, in the course 
of which the skills and the culture of the working people 
grow, as does also the productivity of their labour. 

As we saw above, under capitalism too there is extended 
reproduction. However, socialist economy grows at a rate 
unattainable by capitalism. Socialism is free of crises of 
overproduction, which under capitalism periodically in- 
terrupt the course of reproduction. Socialism is also free of 
uneven development, which is one of the unconditional 
laws of capitalism. These advantages make the steady and 
rapid growth of production in all economic spheres a 
regularity of socialist extended reproduction. 

Socialism is free of the contradictions of the capitalist 
system, under which the accumulation of wealth on one 
pole of society inevitably goes hand in hand with a growth 
of insecurity on the other pole. Under socialism, the wealth, 
multiplying with the development of the productive forces, 
is public property. It is not destroyed and wasted at the 
whim of the capitalists, or through the operation of the 


Sanu tie forces of anarchy of production and competi- 
ion. 
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The systematic increase of the social wealth under so- 

cialism goes hand in hand with the steady rise of the ma- 
terial and cultural level of the working people. Extended 
socialist reproduction means, on the one hand, a growth 
of public wealth, and, on the other, a rise in the material 
and cultural level of the working people. 
Following the triumph of socialism 
the development of the productive 
forces in all economic spheres 
proceeds in conditions of the undivided rule of the socialist 
system of economy. While the reproduction of capitalist 
relations inevitably leads to the growth and exacerbation 
of the contradictions typical of those relations, the repro- 
duction of socialist relations leads to the systematic elimi- 
nation of contradictions and to the eradication of the 
vestiges of capitalism in the economy and the consciousness 
of the people. 

Socialist production relations are constantly improving 
in the course of extended reproduction. The new system of 
planning and economic stimulation of production is an im- 
portant stage in their improvement. 

The material and spiritual prerequisites for the highest 
phase of communism mature gradually during the whole 
period of communist construction. $ 

The progress in all aspects of socialist production rela- 
tions logically leads to the gradual elimination of the dis- 
tinctions between town and country, between the classes 
and social groups of socialist society. It brings the growth 
and consolidation of communist principles in the relations 
between workers, peasants and intellectuals and leads to 
classless communist society. IED. 

The targets of the current five-year plan combine in an 
organic unity the development of the material and tech- 
nical basis and the rise in the standard of living; the quan- 
titative growth in the output and the further radical quali- 
tative changes in the economy; the enhancement of the 
productive forces and the improvement of social and eco- 
n re. ions. A 

“The aie of the five-year plan will be a long stride 
towards the solution of important social and economic 
problems. It will gradually eliminate the essential distinc- 
tions between town and country and between physical and 
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mental labour. It will further consolidate the politica] 
foundation and material basis of the alliance between the 
working class and the peasantry. The fraternal union of 
the peoples inhabiting the Soviet Union will be further 
cemented. The economic links of the Soviet Union with 
the fraternal socialist countries and the developing coun- 
tries will grow even firmer. 


Gross social product The gross social product comprises 
all the goods resulting from 

the economic production over a definite period of, say, a 

year. i 

Under socialism the bulk of the social product is the 
property of the whole people and some of it is the property 
of individual collectives of working people. The growth of 
the social product is the most general indicator of the de- 
velopment of all sectors of social production. The high eco- 
nomic development rates under socialism are reflected in 
the rapid growth of the social product. In 1965 the gross 
social product of the Soviet Union grew by 5.64 times, as 
compared with 1940. In 1965, it amounted to 62 per cent 
of the gross social product of the USA. 

All branches of the economy engaged in production, 
transportation and the storage of material wealth partici- 
pate in the creation of the social product. The ratio of the 
individual branches in the sum total of the social product 
is known as the branch structure of production. In 1964 
the structure of the Soviet gross social product was as 
follows: industry accounted for 64.1 per cent of the sum 
total, construction for 9.5 per cent, agriculture for 16.4 per 
E transport and communications for 4.1 per cent, trade, 
pr me aa and technical supplies and so on— 

The five-year plan for 1966-70 envisages high growth 
rates for the social product. It will grow every year by 


an average of more than 7 per cent, as compared with the - 


annual increment of slightly over 6 per cent during the 
preceding 5 years. The average yearly increment of ndi 
rial output will comprise 22,000-23,000 million rubles, as 
ie 15,800 million rubles in the past five-year period. 

e volume of industrial output is to increase during that 


e i . 
oe about 50 per cent and agricultural output by 25 


360 


Physical and value 


The annual i p 
physical andi tn ual social product of so 


cialist society is identified in nat- 
ural (physical) and value form. As 
regards its natural form all the mass of the social product 
is divided into two major parts. This is first of all the means 
of production which are designed to re-enter the produc- 
tion process and, secondly, the articles of consumption, 
which are designed for the individual and joint satisfaction 
of the requirements of the members of society. 

In their turn, the means of production are divided into 
two parts. One part are the fixed assets of the economy: 
buildings, equipment, the rolling stock of railways, agricul- 
tural machinery, etc. The other part are the assets in turn- 
over: raw materials and semi-manufactures, fuel and elec- 
tric power. 

The growth of the fixed assets and assets in turnover 
extends the sphere of socialist labour, increases the wealth 
of all of society, facilitates labour, increases its productiv- 
ity, and raises the material and cultural level of the work- 
ing masses. 

The means of production, or the productive fixed assets 
and assets in turnover, comprise the main part of socialist 
society’s national wealth. The other part of the material 
wealth does not participate in production directly. It con- 
sists of housing facilities and the buildings and structures 
for social and cultural purposes: theatres, museums, clubs, 
schools, parks, etc., all of which form the non-productive 
assets of the economy. 

In its value form the social product is the sum total 
of values produced by all sectors of the economy. This sum 
includes first, the value of the expended means of produc- 
tion and, second, the added value, created by the labour 
of workers, collective farmers and intelligentsia in all 
spheres of material production. The first of these two parts 
reimburses the used up means of production, the second 
is placed at the disposal of society for the satisfaction of 
all its requirements. This second part is the national in- 
come of socialist society, which will be dealt with further 
in the book. 

Planned economy 
of the economy in a ratio tha 


aims at adjusting the separate parts 
t would ensure the corre- 
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spondence of the structure of the social product (as re- 
gards its material form) with the social designation of its 
separate parts in the process of reproduction. This is the 
most important aspect of the task of ensuring proportion- 
ality in the process of extended socialist reproduction. 
The normal course of socialist reproduction makes it 
necessary to realise the product of all branches without 
obstruction and without delay. This shows how important 
is the role played in socialist society by the market, i.e., by 
the aggregate of conditions for the realisation of com- 
modities. The socialist market is a market organised accord- 
ing to plan. Socialist enterprises realise their goods, the 
products of socialist production, on this market. A constant 
check of market conditions, of the changes taking place on 
it and changes in the consumer demand is one of the basic 
tasks of the planned management of socialist economy. 


Replacement of the A definite mass of means of pro- 


means of production 

: and fuel—are expended to man- 
ufacture the social product. To enable the unobstructed 
and continuous renewal of production on an unchanged 
scale, this mass of means of production must be replaced 
out of the annual social product. 

Let us assume that 125,000 metal-working lathes and 450 
million tons of coal have been consumed. In that case an 
equal amount of lathes and coal must be deducted from 
the annual product of society and returned to the fixed 
assets and assets in turnover in the economy to compen- 
sate it for the expended means of production. 

ree compensation of the expended means of production 
m e ensured also in value (money) form. Let us assume 

at means of production to the value of 100.000 million 
rubles were spent during the year. This means that society 
must be able to replace means of production for the same 
eek In socialist society the renewal of the material pro- 
uctive assets is effected in a planned and organised manner. 


EREE sm Extended socialist reproduction 
of etai oo definite quantitative 

relations between the branches of 
economy, notably between the production of means of 


production and the production of articles of consumption. 
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duction—machinery, raw materials. 


We have learned above that capitalist extended repro- 
duction demands that the sum of the essential and the 
surplus product of Department I should be of a greater 
value than the fixed capital of Department II. This quan- 
titative relation must also be established in socialist so- 
ciety, with the difference, however, that here it is not a 
question of fixed capital but of the fixed productive assets 
and the assets of turnover. 

In other words, the priority growth of the production 
of means of production over the production of consumer 
articles is a law of extended socialist reproduction. 

This does not mean, however, that the relation between 
the growth rates for the two groups remains unchanged at 
all stages of socialist and communist construction. In the 
Soviet Union, in the first decisive stages of the industrial- 
isation drive, when it was necessary to set up a powerful 
basis for heavy industry as quickly as possible there had 
to be a considerable difference between the development 
rates of the two groups of industry. Between 1929 and 
1940 the production of means of production grew 
at an average yearly rate that was close on 70 per 
cent higher than the growth rate of the production of 
consumer articles. Once a powerful economic potential 
had been created and the productive forces had developed 
to a high degree it became possible substantially to 
increase the growth of the branches of social production 
serving to satisfy the direct needs of the population. The 
success achieved in the development of heavy industry 
now makes it possible to channel considerably more 
resources to the development of the branches producing 


consumer goods. i 
The five-year plan provides for a 


Apu E decisive improvement of the pro- 
production of means portions between industry and 
of production and the agriculture, and within industry— 


between the branches producing 
means of production (Group A) and 
those producing consumer goods (Group B). 3 : 
In the ota period agriculture faced difficult tasks, 
their solution was complicated by mistakes in the manage- 
ment of collective farm development. The result was a 
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certain lag in the development of agriculture, which was 
unable fully to satisfy the requirements of the popula- 
tion and industry. During the seven-year plan period the 
output of industry grew by 84 per cent, that of agriculture 
by only 14 per cent. The lag in agricultural development 
was one of the main reasons responsible for the emergence 
of the disproportion between the production of means of 
production and the production of consumer goods, which 
had an unfavourable effect on the growth of the consump- 
tion fund in the country’s national income. 

The Party adopted an extensive programme of urgent 
measures to develop agricultural production, designed to 
boost this important branch of economy. The elimination 
of the disproportion between the development of agricul- 
ture and industry and a rise in agricultural production is 
one of the key tasks of the five-year plan for 1966-70. The 
fulfilment of this task is to be achieved through the supply 
of powerful equipment to agriculture, the substantial in- 
crease in the procurement and purchasing prices for all 
sorts of agricultural products (introduced in 1965), through 
the drawing up of stable procurement plans, through the 
material stimulation and removing obstacles, which stifled 
the initiative of the collective farmers, state farm workers, 
agronomists, operators, chairmen of collective farms and 
directors of state farms. 

A major task of the five-year plan is to improve the 
proportions within industry and the relation in the develop- 
ment of its two groups of branches. The priority growth 
of the branches producing means of production was and 
continues to be an essential condition for the successful 
fulfilment of the tasks of building the material and technical 
basis of communism, a condition for continued technolog- 
ical progress and for raising the technological level of pro- 
duction throughout the economy. At the same time it is 
important to stop the branches producing consumer goods 
from lagging behind too far. 

The five-year plan for 1966-70 envisages the approxima- 
tion of the growth rates of the production of means of 
production and the production of consumer articles. The 
development of the food and light industries is to be accel- 
erated and they are to be supplied with most up-to-date 
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equipment. In the preceding five-year period production in 
Group A increased by 58 per cent and in Group B by 36 per 
cent, in the current five-year period the increase is to be 
correspondingly 49-52 per cent and 43-46 per cent. In the 
preceding five-year period the growth of production in the 
branches producing means of production outstripped the 
growth of the branches producing consumer goods by more 
than 50 per cent. In the current five-year period the differ- 
ence will be only 10-12 per cent. This will be made possible, 
in particular, by the acceleration of the growth rate of 
the production of consumer goods in all branches of indus- 
try, including also the branches of heavy industry. 

The accelerated growth of the production of consumer 

goods is an essential condition for the further successful 
development of the whole economy, since only this growth 
is able to actuate material stimuli for the upswing of pro- 
ducticnal surge forward. 
Extended socialist reproduction 
would be inconceivable without a 
constant growth in the numbers of 
the working class and the systematic rise in the cultural 
and professional level of the workers. 

Socialism has put an end to the method of replenishing 
the labour force which plays a decisive role under capi- 
talism: workers thrown out of jobs by machines, ruined 
small commodity producers in town and country, and the 
reserve army of unemployed. The main source of replenish- 
ing the labour force under socialism is natural population 
growth. Furthermore, industry is absorbing the surplus 
labour force forming in agriculture as a result of the 
mechanisation of production. Finally the freeing of women 
from domestic labour makes it possible to draw them into 
the production process. A 

The numbers of the working class have grown consider- 
ably during the years of Soviet power. At the same time 
workers’ skills are being rapidly raised in an organised 
way. In socialist society skilled personnel is trained ac- 
cording to plan in the wide network of educational institu- 
tions and also through on-the-job training. y 

The rapid growth and improvement of production in the 
course of communist construction changes the occupational 
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structure. The introduction of new labour-saving equipment 
first of all abolishes the jobs of those engaged in auxiliary 

` work. The decrease in the administrative and managerial 
apparatus, the further mechanisation of agriculture, the 
freeing of many women from domestic work are the sources 
making it possible to enlarge the number of people engaged 
in industry and other branches of the economy. At the 
same time the extensive development of the health sery- 
ices, education and culture requires a rapid increase in the 
number of workers engaged in these sectors. 

This growth is conditioned by the need to enlarge the 
social consumption funds and to expand education and 
the public utilities in every way. In socialist society the 
expansion of the non-productive sphere ensures the fuller 
satisfaction of the working people’s requirements, the im- 
provement of their living and working conditions. 

The changes in the utilisation of the social labour re- 
sources place high demands on the mass education and 
retraining of workers, and also on the planned redistribu- 
tion of the labour force. In this it is strictly necessary to 
observe the principle of full voluntariness and material 
interest and to provide cultural facilities and social ameni- 
ties in new regions. 


2. NATIONAL INCOME 


Growth of the 
national income in 
socialist economy 


The national income is the gross 
social product minus the part going 
to compensate for the expended 
means of production. In other words the national income is 
all the added value created by society in the current year. 
Under socialism the whole national income is placed at the 
disposal of society and upon its growth the successes of so- 
gali economy and the growth of the people’s wealth de- 
pend. 

Just like the gross social product, the national income 
of socialist society is expressed in natural (physical) and 
value (money) form. 

; In its physical form the national income of socialist so- 
ciety includes, first, the mass of the consumer goods pro- 
duced during the year, and secondly, the mass of the added 
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means of production, remaining after part of it has been 
used to compensate for those used up during the year, or, 
in other words, the means of production designed for the 
further expansion of production. 

In its value (monetary) form the national income of so- 
cialist society is the whole mass of values produced by both 
the necessary labour and the surplus labour of the workers, 
collective farmers and intelligentsia in the sphere of ma- 
terial production. These values are designed to satisfy 
the personal and public requirements of the members of 
society and cover state needs and the expansion of pro- 
duction. 

The main two sources contributing to the growth of the 
national income are the increase in the number of workers 
employed in the various branches of material production 
and the rise in labour productivity. 

The growth of employment is rather limited and, more- 
over, a considerable part of the increment in the number 
of employed workers is accounted for by the non-productive 
sphere, notably by education and the health services. There- 
fore, the rise in labour productivity is the main source 
contributing to the growth of the national income. 

Under socialism the rapid expansion of industry, agri- 
culture and the other branches of economy ensures a na- 
tional income growth rate that is unattainable under cap- 
italism. The following data characterise the growth rate 
of the absolute size of the national income of the USSR. 
Taking the national income of the country for 1913 as 100, 
it was 75 in 1917, 119 in 1928, 611 in 1940. If we take the 
national income of the USSR for 1940 as 100, it was 83 in 
1945, 164 in 1950, 435 in 1960 and 593 in 1965. 

The new five-year plan provides for a growth of the 
national income by 38-41 per cent. It is to grow by an 
average 7 per cent a year, as compared with the average 
yearly growth of 6 per cent during the preceding five-year 
period. The acceleration of the national income growth 
rate in the current five-year period will be achieved through 
an increase in labour productivity and the effectiveness of 
social production. The more effectively the productive re- 
sources are used, i.e., the greater is the assets/product 
ratio, the more economically raw and other materials are 
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used, and the higher the labour productivity, the higher 
are also the national income growth rates. 

The new five-year plan creates all necessary conditions 

for an acceleration of the national income growth rate. 
Among them is the expansion and improvement of the pro- 
ductive apparatus. During the five-year period the fixed 
productive assets of the economy will grow by more than 
50 per cent, including by 60 per cent in industry and by 
90 per cent in agriculture. The new system of management 
is designed to ensure a rise in the effectiveness of social 
production. This creates the conditions for achieving 
the high national income growth rate envisaged in 
the five-year plan. 
The national income is the mass of 
the means—in physical and monet- 
ary form—socialist society has at 
its disposal for the satisfaction of 
its various requirements. 

The requirements of socialist society can be divided 
into four basic groups. First, the remuneration of workers, 
collective farmers and the intelligentsia in accordance 
with the economic law of distribution according to la- 
bour. Second, the requirements of the population, which 
are satisfied at the expense of social funds, including the 
expenditure on the development of education, science, 
culture, public health, the improvement of the working 
people’s living conditions, the payment of old-age and dis- 
ability pensions, state assistance to mothers with many 
children and to single mothers, etc. Third, the expen- 
diture on the maintenance of the central and local bodies 
of the state apparatus, and on defence. Fourth, the ex- 
penditure on the expansion of production and the non- 
productive funds of the economy, and on the creation of 
reserve funds. 

In accordance with these main requirements of socialist 
society the national income is divided into two basic funds: 
the accumulation and the consumption funds. The first 
three groups of requirements are paid for from the con- 
sumption fund, the fourth from the accumulation fund. 
For many years now in the Soviet Union the consumption 
fund accounts for about 75 per cent of the national in- 
come, the accumulation fund—for 25 per cent. The rise in 


Distribution of the 
national income. 
Consumption and 
accumulation funds 
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the effectiveness of social production increases socialist ac- 
cumulations and the working people’s welfare. 

In socialist society the growth of the national income is 
an essential condition for a rise in the people’s standard 
of living. In the socialist countries the per capita national 
income grows at a much quicker rate than it does in the 
capitalist countries. 

Under capitalism the lion’s share of the national income 
is being parasitically wasted by the exploiting classes, while 
the material conditions of the working people do not de- 
pend on its growth. Under socialism there is a direct con- 
nection between the growth of the national income and 
the rise in the people’s welfare: the higher the national 
income the greater is the people’s welfare. 

The growth of the national income during the present 
five-year period will make it possible to raise the wages 
of factory, office and other workers by an average of 20 
per cent, the incomes of the collective farmers from their 
common economy by an average of 35 to 40 per cent. The 
share of bonuses and lump sum rewards in incomes will 
grow substantially and this will ensure an even fuller coin- 
cidence of the interests of every working-man with the in- 
terests of the production’s collective and those of society 
as a whole. The money grants and privileges being granted 
to the population out of the social consumption funds will 
grow by no less than 40 per cent. As a result the real per 
capita incomes of the working people will grow by an 
average of 30 per cent. 

Owing to the growth of the national income the con- 
sumption will increase during the current five-year period 
by 36-39 per cent over that in the preceding five-year period. 

The average yearly increment of the consumption fund 
will be 11,000 million rubles, as compared with 6,500 mil- 
lion rubles in the preceding five-year period. : 

Socialist accumulation is an essen- 
Socialist tial condition of extended socialist 
acca ae reproduction. Accumulation means 
that a definite share of the national income is systemati- 
cally used to expand the productive assets of society, to 
build new enterprises and to expand, modernise and re- 
construct existing ones. LFA 

Socialist accumulation differs radically from capitalist 
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accumulation as regards its sources, the methods by which 
it is effected and its social consequences. 

First, the source of socialist accumulation is the surplus 
labour of working people who are free of exploitation and 
work for themselves and their society, while the accumula- 
tion of capital is effected at the expense of the surplus value 
the capitalists squeeze out of the workers they exploit. 

Second, socialist accumulation is carried out in a planned 
way with the aim of multiplying the social wealth and rais- 
ing the people’s welfare, while the accumulation of capital 
proceeds in a random way, in the course of competition 
and with the aim of increasing capitalist profits. 

Third, socialist accumulation increases public property, 
while the accumulation of capital increases capitalist 
private property. 

Socialist accumulation is essential to raise the working 
people’s welfare, while the accumulation of capital makes 
the working people’s existence even more insecure. Social- 
ist accumulation strengthens the socialist economic system, 
ensures crisis-free economic development and the right to 
work for all citizens, while the accumulation of capital 
exacerbates the antagonistic contradictions of capitalism 
and leads to unemployment and crises. 

First and foremost, socialist accumulation ensures the 
rapid and steady growth of the country’s productive assets. 
The fixed productive assets of the USSR grew in 1965 by 
400 per cent over the 1940 figure, those in industry by more 
than 600 per cent. In 1908 there were only 75,000 metal-cut- 
ting lathes and 18,000 forging presses in Russia. At the 
beginning of 1965 the Soviet Union had 2,760,000 metal- 
cutting lathes (36.8 times more than in 1908) and 580,000 
forging presses (32.2 times more than in 1908). 

The five-year plan for 1966-70 provides for a considerable 

share of the increment of output to be produced by capa- 
cities made operative during the five-year period. 
Capital investments create the 
material basis for extended re- 
production. They finance the con- 
struction programme of the eco- 
nomic plan. 

Under the five-year plan for 1966-70 the capital invest- 
ments in the Soviet economy will amount to about 310,000 


Extended 
reproduction and 
capital construction 
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million rubles, i.e., will exceed those of the preceding five 
ycars by about 50 per cent. This will ensure the develop- 
ment of all branches of economy and all Union Republics, 
accelerate the growth of vital branches and remove the 
disproportions between and within branches that evolved 
during the past few years. 

Hundreds of factories, mines and power stations, new 
towns and settlements, state farms and collective farm 
premises, irrigation systems and power transmission lines, 
millions of new flats and houses, thousands of schools, 
kindergartens, crèches and hospitals will all be built under 
the current five-year plan. 

Under the new system of economic management extended 
socialist reproduction proceeds not only on the basis of 
centralised capital investments but also through the 
expansion, improvement and modernisation of production 
financed by the production development funds forming at 
enterprises from depreciation deductions and profits. This 
will enable the basic cells of the economy—the enterprises 

to make a substantial contribution to the planned, 
balanced development of socialist economy and to improve 
its structure by introducing more progressive and pro- 
spective production methods. 

The improvement of planning and economic stimulation 
of capital construction is to ensure a cut in the time needed 
for the completion of projects, improve the quality and 
lower the cost of construction. The rapid commissioning of 
productive capacities, paralleled by the high quality 
of construction, should become the main indicator in 
planning and the evaluation of the activities of building 
organisations. 

The key task of the five-year plan is to accelerate 
construction and improve its quality and raise the effective- 
ness of capital investments. This makes it necessary to 
do away with the scattering of capital investments 
among numerous projects since this retards construc- 
tion and freezes investments, delays the commissioning 
of capacities and thereby inflicts heavy damage on the 
economy. 
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3. CIRCULATION PROCESSES IN SOCIALIST ECONOMY 


Specifics of the The circulation processes are a 
circulation processes major and important aspect of 
under socialism socialist reproduction. These in- 

clude: first, the circulation of goods 
—the trade turnover and the material and technical supply 
of all branches of the economy, second, the whole sphere 
of finance and credit relations, and third, the money 
circulation. 

Based on public property, circulation processes are 
planned in the socialist economic system. They do not aim 
at ensuring private capitalist profits but at satisfying the 
people’s requirements and ensuring uninterrupted social- 
ist production and reproduction. Circulation is effected 
through the agency of industrial and trading enterprises 
and by groups of working people, collective farms, co-opera- 
tives under state supervision and also by the collective 
farmers selling the products of their labour. 

The bulk of the means of production accounting for a 
considerable share of the social product is covered by the 
material and technical supply system. The uninterrupted 
supply of means of production—equipment and raw 
materials, fuel, power, etc.—is a crucial condition for the 
normal course of socialist reproduction. The new system of 
economic management affords wide scope for improving 
material and technical supply. Direct links between supplier 
and consumer enterprises are being extensively developed. 
In the new five-year period the task has been set to decisive- 
ly improve the system of material and technical supply and 
to prepare the transition to the planned dist 


of equipment, raw materials and semi-manufactures 
through wholesale trade. 








In socialist economy not only 
production but also the trade 
j develops according to plan. Plan- 
ning accounts for the most important part of the trade 
turnover, namely the whole sphere of trade conducted by 
the state and by co-operatives. Trade is an indissoluble 
component of planned socialist economy. 

There are three basic forms of trade ‘in the Soviet Union: 
state, co-operative and collective farm trade. 


Forms of trade 
and its tasks 


872 





The two giants in the trade turnover are state and co- 
operative trade. These two forms of Soviet trade rely on 
socialist production in industry and agriculture. The whole 
marketable output of state enterprises and a considerable 
share of the foodstuffs; produced by the collective farms, 
are sold through state and co-operative trade. They comprise 
the bulk of the commodities used for personal consump- 
tion. The retail prices for goods handled by state and co- 
operative trading establishments are fixed by the state in a 
planned way. 

Alongside state and co-operative trade, there is collective- 
farm trade. The existence of this type of trade is conditioned 
by the nature of collective farm co-operative property—the 
collective farms dispose of their output as they see fit. 

Collective-farm trade plays a noticeable role in supplying 
towns and industrial settlements with vegetables, potatoes, 
meat, dairy products and so on and thus expands the 
circulation of commodities between town and country. 

On collective farm markets goods are sold by the collective 
farms, which realise part of the output of their socialised 
economy, and by individual collective farmers, who sell part 
of the products they have received according to work-day 
units and part of the products grown on their subsidiary 
plots. The prices on the collective farm markets are 
regulated by supply and demand. As state and co-operative 
trade improve, the prices of the collective-farm market drop 
under the influence of the planned prices of state and co- 
operative trade. f 

Trade is a means of balancing production and consump- 
tion, a means of studying the growing and changing de- 
mand. Socialist trade is required to make a thorough study 
of the consumer demand and to systematically induce the 
relevant enterprises and industries to satisfy this demand 
to the maximum as regards the assortment of goods, their 
quantity and quality. The systematic fo ESS af od 
work of trading organisations, the elimination of the shor 

i i i i dition for the unobstructed 
comings in their work is a con Se ance 
course of socialist reproduction and for the further a z 
of the working people’s welfare. The inefficient i A 
trading organisations weakens the meee eo, sl 
working people in raising the productivity Sor RUA 

Flexibility and manoeuvrability are Conditio) 
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efficient work of trading organisations. Thus, for example, 
even though the volume of output of a definite commodity 
may be sufficient, incorrect planning and distribution of 
the commodity among the regions and districts of the 
country, a distribution that does not take into account their 
specifics, may and sometimes does lead to interruptions in 
supplying consumers. The mobilisation of local commodity 
resources, the utilisation of local potentialities to expand the 
commodity stocks entering the trade turnover is a major 
task of trade. i 
It is only by expanding trade and improving the work 
of trading organisations that the complex communist 
apparatus for distribution according to requirements 
can be created. 
The domestic market of the social- 
ist countries is protected against 
attempts of economic aggression 
from the capitalist countries by the monopoly barrier of 
foreign trade. All trade transactions with foreign countries 
are the exclusive right of the socialist state and of its bodies. 
The foreign trade of the Soviet Union, a most important 
form of economic contact between the USSR and other 
countries, is a state monopoly. The monopoly of foreign 
trade thwarted from the very start all world capitalist at- 
tempts to establish an alliance with capitalist elements in 
the country. It enabled socialist society to subordinate 
Proet trade contacts to the interests of socialist construc- 
ion. 
d The monopoly of foreign trade played an important role 
in carrying out the socialist industrialisation of the country 
and the collectivisation of agriculture. The development 
of foreign trade was made to serve the fulfilment of eco- 
nomic plans. In the initial period of the reconstruction the 
USSR imported a large amount of machinery and machine- 
tools, which were used to equip emergent socialist industry. 
Foreign trade plays an important role in the economy of 
all socialist countries. It serves first of all as a means of 
developing and expanding the trade between the countries 
of the world socialist economic system. It serves at the 
same time as a means of developing economic contacts be- 


tween the socialist and the industrial capitalist and young 
developing countries. j 
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The socialist countries strive to use foreign trade 

extensively to accelerate economic development to the 
maximum. 
The socialist state must possess 
definite resources to satisfy its 
various needs. The principal 
revenue (income) of the socialist state are the incomes of 
state-owned enterprises and economic organisations. 

Out of its proceeds from the sale of output every state 
enterprise first of all covers its expenditures, which in ag- 
gregate comprise the production costs. The gross proceeds 
minus the production costs form the net income (profit) of 
the enterprise. Its size depends on the quantity and quality 
of the output sold, the level of the production costs and the 
relation between the costs and the prices at which the 
output is sold. 

The money incomes of the enterprise provide it with the 
monetary resources essential for it to operate. A definite 
part of the monetary income of the enterprises goes to the 
general state fund of resources for the utilisation by other 
enterprises and to cover other state expenditure. } 

The incomes of state enterprises and economic organisa- 
tions are used to satisfy the state’s general needs, partly 
directly and partly through the general state fund of 
monetary resources. A definite part of the incomes of col- 
lective farms and co-operative enterprises is also channelled 
to the general state fund of monetary resources. 

The free money resources of collective farms and co- 
operative enterprises, organisations and the population m 
large may also be placed in that fund at a definite interest, 
and be used to satisfy the general requirements of the 
state. pes 

This redistribution of the money resources mobilises part 
of the incomes, accumulations and savings of pee 
institutions, organisations and the population and trans! ens 
the means thus collected to other enterprises, institutions 
and organisations. This redistribution provides s aa 
portunity to exercise financial control over the activities © 

i i the functions of the 
enterprises. All these operations are tothe 
financial system, which embraces the state budget, 
banks, state insurance bodies and savings banks. 
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The state budget is the main link 
of the socialist financial system. 

The state budget of a socialist country is closely tied up 
with the whole economy, for it concentrates the bulk of the 
country’s financial means, and allocates the sums needed 
to satisfy the bulk of the state’s requirements. 

The state budget of the USSR is the basic financial 
plan of the state. It takes the form of a balance of the 
revenue and expenditure during the fiscal year, and is ap- 
proved by the session of the Supreme Soviet of the USSR. 

The USSR state budget is the fund of resources at the 
direct disposal of the state as represented by its central 
and local organs of power. The mainspring of the resources 
in the budget are the incomes of the socialist economy. At 
present they consist mainly of the deductions from the 
profits of state enterprises and economic organisations and 
of the turnover tax paid by them. As the enterprises are 
being transferred to the new system of planning and 
economic stimulation, the charge for the use of assets will 
become the main channel through which the payments of 
enterprises will enter the budget. 

The deductions from profits depend on the efficacy and 
the financial results of the activities of every enterprise. 
The turnover tax is paid into the state budget as the com- 
modities are realised. When the charge for the assets be- 
comes the main part of the state budget revenue, the role 
of other payments, including that of the turnover tax, will 
grow correspondingly less important. 

Redistributing the funds entering the budget, the state 
strengthens the economic might of the USSR. A growing 
share of the state budget expenditure is directed to education 
and public health, the development of science and culture, 
and to social security. 

In the USSR state social insurance covers all factory and 
office workers, and no deduction is made from the wages 
of the insured. Social insurance is handled by the trade 
unions, the mass organisation of the factory and office work- 
ers. 

The system of state property and personal insurance and 
the state savings banks, in which the savings and temporary 
free money resources of the population are concentrated 
are closely linked with the budget. 


State budget 
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Credit in socialist In socialist society the credit 
economy system draws temporarily idle 

money resources into the economic 
turnover and satisfies the temporary need for cash. This 
determines the specifics of the credit methods of redistribut- 
ing money resources as compared with the financial and 
budgetary methods, which have to do mainly with incomes 
and accumulations. 

Credit is a method of mobilising funds, the attendant 
condition being that these funds are returnable at the first 
request. To provide these funds temporarily free money 
resources are attracted into the accounts and deposits at 
credit establishments. Temporarily free moneys, belonging 
to definite enterprises, institutions and organisations in ac- 
counts and on deposits are channelled into the economic 
turnover by placing them for a definite time at the disposal 
of other organisations, who are obliged to return them when 
that period expires. A definite interest is paid for the loan of 
these funds. In socialist economy interest is not the price of 
loan capital (for there is no such category as loan capital) * 
but is a payment for the services of the bank. i 

Free money resources in the accounts and on the deposits 
of credit institutions make it possible to use settlements 
by book entries extensively. These book entries help to ac- 
celerate the turnover of money and material resources. 
They also help to regulate the money circulation, make it 
possible to establish effective control over the money 
turnover. a -1 

Credit serves the economic turnover of enterprises in 
all phases of production and circulation of commodities. 
This applies to the loan of funds for the payment of Taw 
materials, fuel, semi-rmanufactures and other materials for 
production and the supply of cash for the payment of wages 
to the factory and office workers. PRANE > 

The USSR State Bank is the main institute for short- 
term crediting and settlements in the economy, eet: 
issuing centre of the country and also the ngenes | ors $ 
ments of accounts with foreign countries. a e = ey 
resources providing for the movement of ee ZAA 
turnover and the assets on hand are concentrate ia a 
State Bank is the agency through which all the sent aments 
are made of accounts between enterprises, institutions a 
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organisations. It also handles the accounts of the state 
budget with the national economy and payments to 
the budget. Money streams into the State Bank and 
from it enters circulation. 

In the socialist countries the money 
system is a component of planned 
socialist economy. 

In the Soviet Union money enters the circulation through 
the State Bank. Giving loans to economic organisations and 
enterprises in accordance with the progress made by them 
in the fulfilment of their plans, the State Bank satisfies 
the requirement for money in circulation. 

As production and the trade turnover expand, larger 
sums of money circulate. This is because the loans issued 
by the bank increase, as do also the payments made by the 
bank on behalf and by order of economic organisations. 
During periods when there is a seasonal contraction of the 
trade turnover the need of economic organisations for 
money resources decreases, loans are paid off, money is 
returned to the bank, and the money supply in circulation 
shrinks. Thus, the money circulation is closely connected 
with the credit operations of the bank. : 

It is to no less degree linked with its clearing operations. 
We have mentioned above that the bulk of the settlements 
between enterprises, institutions and organisations in the 
socialist economy is effected by book entry: the organisa- 
tions issue written orders to the bank instructing it to pay a 
definite sum. Upon receipt of the order the bank debits the 
organisation issuing the order and credits that to which 
the order is made out. 

Cash is needed mainly to pay for wages, the procure- 
ment of agricultural products, and small bills. According- 
ly, the bulk of the money being paid out by the State Bank 
goes to pay for wages and procuring agricultural products. 

In addition the State Bank regularly receives cash as 
sundry payments into the budget, deposits in savings banks, 
etc. The State Bank supplies cash for paying pensions, 
grants, insurance, etc. The money at the bank is in constant 
movement flowing both in and out. 

; The money circulation is regulated in the USSR in keep- 
ing with the cash plan of the State Bank. The cash plan 
takes into account all cash receipts by the bank and all 
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expected cash payments to be made by it during the period 
covered by the plan. The cash plan is drawn up on the 
basis of the retail trade turnover plans, the plan for the 
number of factory and office workers, the wage fund and 
other indicators of the economic plan determining the size 
of cash receipts and payments. 

For socialist economy to develop successfully, money must 

be stable. The regulation of the money circulation is one 
of the key tasks of planned economic management. The 
stability of money in socialist economy is ensured by 
ihe enormous commodity stocks which are concentrated 
in the hands of the state and are placed by it on the 
market at fixed prices. 
The financial and credit system 
plays a very important role in 
socialist economy. Its normal func- 
tioning is a condition for the unin- 
terrupted growth of socialist reproduction. The strict 
observance of state financial discipline and the regime of 
economy are essential for the financial and credit system 
to function normally. 

State financial discipline demands all enterprises to 
fulfil their obligation to the state accurately and punctually, 
that they meet their contractual obligations vis-à-vis other 
enterprises and organisations accurately and that they make 
their payments when due and deliver goods and pay for 
deliveries on time. Care must constantly be taken to avoid 
all unnecessary expenditure and to prevent rejects and 
losses in production and trade. It is also vital to combat the 
immobilisation of financial means and material values work- 
ing for the acceleration of the circulation of assets in 
wie directed towards thrifty and efficient 
management strengthen socialist economy as a whole and 
its financial system in particular. 


State financial 
discipline and the 
regime of economy 


REVISION QUESTIONS 


What is the essence of socialist reproduction? 
What makes the national income grow? 
What are the functions of the fin: 
socialist economy? 
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Chapter XVII 
WORLD SOCIALIST ECONOMIC SYSTEM 


1. FORMATION OF THE WORLD SOCIALIST SYSTEM 


Emergence and deve- The triumph of socialism in the 

lopment of the world Soviet Union led to the emergence 

ist system é ESER er 

alongside the capitalist economic 

system of the socialist economic system. However, for close 

on three decades the Soviet Union remained the only 
socialist country. 

With the victory of the socialist revolution in a large 
group of European and Asian countries socialism went 
beyond the boundaries of a single country and became a 
world system. The world socialist economic system emerged 
and began to consolidate. The formation and strengthen- 
ing of the world socialist system substantially changed the 
relation of forces between socialism and capitalism through- 
out the world. This is the greatest achievement of the 
international communist and working-class movement, a 
new historic triumph of Marxism-Leninism, a vivid demon- 
stration of the irresistible progress of mankind towards 
socialism. More than a thousand million people live in the 
countries of the world socialist system. This is more than 
one-third of the world population. 

The world socialist community is a powerful stronghold 
of the world’s progressive forces. There is no power in the 
world that could restore capitalism in the countries that 
have fallen away from the capitalist system. 

The transformation of socialism into a world system has 
strikingly demonstrated capitalism’s historical doom. It 
ushered in a new stage in the struggle between the two 
social systems, the struggle that has become the principal 
feature of the general crisis of capitalism. The main con- 
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tradiction of our time, the contradiction between growing 
socialism and moribund capitalism, has gone on to a higher 
stage. 

The formation of the world socialist system is the main 
result of society’s progressive development today. The main 
distinguishing feature of our times is that the world socialist 
system is becoming the decisive factor in the development 
of mankind. This is the result of the logical course of history 
at the present stage of human development. 

The world socialist system is a social, economic and 
political community of free, sovereign peoples advancing 
towards socialism and communism, united by their com- 
munity of interests and aims and the close bonds of interna- 
tional socialist solidarity. The socialist countries have an 
economic basis of the same type—public property of the 
means of production; a state system of the same type— 
people’s power headed by the working class; a single 
ideology—Marxism-Leninism; common interests in defend- 
ing their revolutionary gains and their national independ- 
ence against imperialist encroachments; and a_ single 
supreme goal—communism. 

All this creates an objective basis for stable and 
friendly relations between the socialist countries. Character- 
istic features of these relations are full equality, respect 
for independence and sovereignty, mutual advantage and 
fraternal mutual assistance. In the world socialist com- 
munity no country has or can have special rights or privi- 
leges. New forms of interstate relations are steadily improv- 


ing as the world socialist system develops. TA 
i As a result of the deep qualitative 


New stage changes that have taken place in 
in the development the socialist countries and in the 
of the wore relations between them, the world 


sa DA socialist system has entered a new 


stage in its development. : 

The advent of this stage is determined by the following 
basic factors. The Soviet Union has entered the stage of 
communist construction. In most socialist countries multi- 
sectoral economy has been abolished and the foundation of 


socialism has been completed. The fraternal co-operation 


and mutual assistance between the socialist countries has 


developed comprehensively. 
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The socio-economic possibilities for restoring capitalism 
have been eliminated in all socialist countries. ‘The growing 
might of the world socialist system guarantees that their 
political and social and economic achievements will be 
safeguarded. 

The share of industrial output grows in all socialist 
countries. Industrial development is the trend underlying 
the economic development of the world socialist system. The 
co-operation of agriculture has been completed in most 
socialist countries. 

Changes in the class structure of society have stemmed 
from the deep revolutionary transformations. The alliance 
between the working class and the peasantry has consol- 
idated. The economic basis of the exploitation of man by 
man has been wiped out, the socio-economic and political 
unity of the people is gaining ground. 

The soaring economy in the socialist countries has 
considerably raised the living standard of the working 
people. The systematic growth of the people’s material 
welfare in the socialist countries is a convincing proof of 
the decisive superiority of socialism over capitalism. 

The world socialist system, in spite of its youth, has 
already amassed enormous experience which is of the 
greatest significance in determining the ways of mankind’s 
further development. Now it is not only the experience of 
a single country but also that of a big group of countries 
that has proved the inevitability of the replacement of the 
capitalist system by the socialist system and has shown the 
decisive privileges of socialism. The new system has ensured 
high growth rates of productive forces, the steady rise of the 
working people’s living standard, freedom from exploitation 
and extensive social and political rights of the individual. 
The world socialist economic 
system emerged and develops in 
quite a different way from the 
world capitalist system. 

Capitalism became a world system 
because it drew more and more 
countries into the whirlpool of the 
world capitalist market and spread the relations of capital- 
ist exploitation across the globe. At the same time the rela- 
tions between countries were to an ever growing extent 


Fundamental 
distinctions between 
the world socialist 
and world capitalist 
systems 
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ruled by the principle of domination and subordination. 
The growth of economic ties in the world capitalist system 
proceeded through some countries financially subjugating 
others and the colonial enslavement of hundreds of millions 
of people by a few imperialist powers. 

Socialism became a world system owing to the abolition 
of the relations of capitalist exploitation in a number of 
countries, as a result of establishing new relations be- 
tween them, relations of friendly co-operation and fraternal 
mutual assistance. Socialism has appeared on the world 
scene as a consolidated community of countries, the mutual 
relations of which are based on the principle of socialist 
internationalism. 

As opposed to capitalism, socialism does not divide but 
unites peoples, establishes between them close relations 
based on full equality, comradely co-operation and mutual 
assistance. The extensive co-operation of the socialist 
countries strengthens the general economic basis of world 
socialism, All socialist countries contribute their share to 
developing and strengthening the world socialist system. 
The existence of the Soviet Union, its experience, its as- 
sistance considerably facilitate the building of socialism in 
the countries of the world socialist community. 

The world socialist system embodies new, unprecedented 
international relations in the political, economic and cultural 
spheres. These relations are a result of the character of 
the production relations of socialism and are based on the 
economic laws of socialism. 

In the world capitalist system the law of the uneven 
development of individual countries is responsible for 
deepening the chasm between the highly developed and 
less developed, the rich and the poor countries. In the world 
socialist system the law of planned, proportionate deyelop- 
ment, the fraternal, mutual assistance of countries accounts 
for the steady growth of the economies of all countries in 
that system, and this naturally leads to approximating 
their levels of economic development. ? 

In the world capitalist system the growth of production 
in individual countries aggravates the contradictions and 
intensifies the competitive struggle between them. In pe 
world socialist system the economic growth of A ory. 
country boosts and strengthens the system as a whole. 
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The economy of the world capitalist system develops 
slowly, going through a series of crises and shocks. The 
world socialist economic system grows at a rapid and stable 
rate, owing to the steady economic advance of all socialist 
countries. 

The world socialist system is a community of socialist 
countries in which the individual national economies are 
interlinked by comprehensive economic relations. The 
economic co-operation of the fraternal countries and the 
international socialist division of labour make it possible 
to use to the full the advantages of the world socialist 
economic system for developing the productive forces of 
each socialist country and for economically strengthening 
the world socialist system. 

The relation of forces between socialism and capitalism 
is constantly changing to the detriment of capitalism and 
the advantage of socialism. The socialist system is becoming 
a factor determining the course of world development 
in the interests of peace and social progress to an ever 
greater extent. 
eee The world socialist system is not 

evuniby a simple sum of the countries in 
Bad cohealon of fae that system. It is a fundamentally 
—an earnest of the new phenomenon in the life of 
victories of socialism mankind that multiplies the power 

of socialism. Already in 1920 Lenin 
brilliantly predicted the need for considering the tendency 
towards the creation of a single world-wide economy, 
regulated under a general plan by the proletariat of all na- 
tions, a tendency clearly displayed already under capitalism 
and which undoubtedly might be further developed and 
fully consummated under socialism. 

This tendency was reflected in the world socialist 
system, which is a forerunner of socialist economy on a 
world scale. The fraternal co-operation of equal peoples, 
united in a single family by the principles of socialist inter- 
nationalism grows and consolidates within the world 
socialist system. 

The presence in the world today of the mighty socialist 
community is the main condition for the triumph of social- 
ism and communism in individual countries. One of the 
most important factors contributing to the strength and in- 
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vincibility of the world socialist system is the steady con- 
solidation of the fraternal socialist countries politically and 
economically. 

Blazing the trail to communism for the first time in 
history, the Soviet Union facilitates and accelerates the 
movement towards communism for the whole socialist 
community. Communist construction in the USSR 
strengthens the economic might and defence potential of 
the entire world socialist system. It creates ever more 
favourable possibilities for deepening the economic and 
cultural co-operation of the USSR with other socialist coun- 
tries, for giving these countries assistance and support. Thus 
communist construction in the USSR falls in with the vital 
interests of all socialist countries. 

The Communist Party of the Soviet Union, the fraternal 
Marxist-Leninist parties of the other socialist countries 
proceed from the need to cement the unity of the world 
socialist system. 


2. THE ECONOMIC CO-OPERATION AND MUTUAL 
ASSISTANCE OF THE SOCIALIST COUNTRIES 


ialist international The development of the world 
division of anaes socialist system evolves a new 
type of international division of labour. 

Formerly there was only the capitalist division of labour 
between countries, which was based on the exploitation of 
weak countries by powerful predators. Now the socialist 
international division of labour is forming. It develops in 
the course of the extensive economic, scientific and techno- 
logical co-operation of the socialist countries. _ 

‘The socialist international division of labour is based on 
principles of voluntariness and full equality. It takes into 
account the specifics of every country in the world socialist 
system, their natural wealth and the skills of the personnel 
in those countries. This division of labour is to ensure the 
expedient development of the socialist countries’ productive 
forces. It is a factor serving to accelerate the economic and 
cultural surge forward of gow socialist country and of the 
world socialist system as a whole. 

T rs ARRAN socialist division of labour helps to 
raise the effectiveness of social production and to accelerate 
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scientific and technological progress. In this way it helps 
to attain high rates of growth of the economies and of the 
working people’s welfare in all socialist countries. 

The systematic deepening of the international socialist 
division of labour plays an ever greater role in ensuring 
the economies of individual countries with essential equip- 
ment and raw materials and their populations with con- 
sumer goods. It promotes the correct location of the pro- 
ductive forces on a scale embracing the entire world social- 
ist system, the establishment of the essential proportions 
in the economy of every single country and the formation 
in it of a rational complex of interlinked and mutually 
supplementing branches. Achieving the most effective utili- 
sation of common labour and material resources serves to 
accelerate the growth of the productive forces. 

The decisions of the 23rd Congress of the CPSU regard 
the further development of the economic ties of the Soviet 
Union with the socialist countries and the utilisation of 
the international socialist division of labour on the basis 
of Leninist principles of proletarian internationalism and 
fraternal mutual assistance in the interests of strengthening 
the world socialist system as one of the most important 
tasks of the economic plan for 1966-70. 

The development of the international socialist division 
of labour promotes the conscious rational economic man- 
agement that socialism substitutes for the anarchy of capital- 
ist production. This multiplies the power of every socialist 
country and of the world socialist community as a whole. 
The economic co-operation between 
the countries of the world socialist 
system grows and assumes more 
perfect forms as that system ex- 
pands and consolidates. 

In the first stage of the system’s existence the economic 
co-operation was mainly based on bilateral foreign trade 
and the exchange of scientific and technological informa- 
tion. Granting credits of some countries to others was also 
practised. 

With the further growth of the world socialist system new 
forms of economic co-operation evolved. The Council for 
Mutual Economic Assistance set up in 1949 began to play 
an ever greater role. The Council works out recommenda- 


Role of economic 
co-operation between 
socialist countries 
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tions for the development of the economic, scientific and 
technological co-operation between the fraternal countries, 
looks for new forms of such co-operation. The Directives of 
the 23rd Congress of the CPSU on the five-year plan for 
1966-70 speak of the need to develop new rational forms of 
economic co-operation between the CMEA member-coun- 
tries in the spheres of industry, transport, trade, credit and 
financial links and international currency settlements. 
The economic co-operation and fraternal mutual 
assistance of the socialist countries are of the greatest 
importance to the successful fulfilment of the economic 
development plans, to the upswing of science and technology 
and the steady advance of the peoples’ living standards. 
Thanks to the comprehensive economic co-operation with 
and fraternal mutual assistance by the Soviet Union and of 
the socialist countries among themselves, the European 
socialist countries have in an historically brief span devel- 
oped a domestic coal and metallurgical basis, many 
branches of the extractive industry, a power industry, and 
created a number of new branches of engineering and the 
chemical industry. The scale of production has grown in 
the socialist community and dozens of new branches have 
evolved and the mass production of thousands of new 
industrial products has been taken up. TEY 
The economic co-operation of the socialist countries is 
a powerful factor adding to the strength of socialism in 
the economic competition with capitalism. The further 
upswing of the world socialist economy is being achieved 
by the combination of their efforts in developing the 
economy of every socialist country and their joint efforts 
to strengthen and expand their economic co-operation 
and mutual assistance. : 
Among the most important forms 
Main forms of the al of economic co-operation aiia 
economie) corone ae ialist countries is mutu 
between 900 ane E E ES and co-opera- 
tion of production, scientific and technological co-operation, 
joint organisation of vitally important industries. ae 
The strengthening of the economic ties between = 
socialist countries is expressed in the growth of their trade 
iali i unt for 
turnover. At present the socialist countries acco cae 
about 70 per cent of the Soviet Union’s foreign tra 
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turnover. Over 95 per cent of the necessary equipment and 
machinery needed by the socialist countries is either pro- 
duced at home or received as a result of the exchange 
within the socialist system. 

The five-year plan provides for a further growth of the 
trade with the socialist countries. The tasks of the five- 
year plan in the sphere of foreign economic ties include the 
inerease in the trade turnover between the USSR and other 
socialist countries, the implementation of co-ordinated 
measures to improve further the structure of exports and 
imports, and raising the economic effectiveness of foreign 
trade on this basis. The 23rd Party Congress noted that 
the co-operation with other socialist countries will help to 
fulfil the tasks of the five-year plan. It is expected to pur- 
chase in these countries over a thousand sets of equipment 
for enterprises and shops of the chemical, light, food and 
other branches of industry. Deliveries from the socialist 
countries will fill 48 per cent of the Soviet Union’s require- 
ments for marine transport vessels, 40 per cent of the need 
for main-line and industrial electric locomotives, 36 per 
cent of the needed railway coaches, etc. It is planned to 
purchase in the socialist countries a large amount of con- 
sumer goods: ready-made garments, knitwear, footwear, 
fabrics, food and chemical industry products. At the same 
time Soviet deliveries will fill the principal requirements 
of the socialist countries for many types of equipment and 
machinery, solid and liquid fuel, metallurgical raw mate- 
rials and metals, cotton, timber, cellulose and paper and 
many other commodities. 

Wider co-operation and specialisation in industry holds 
an important place in the economic collaboration of the 
socialist countries. Socialist specialisation and co-operation 
of production develop on the basis of the full observance 
of the interests of every participant. Specialisation and co- 
operation of production make it possible better to utilise 
the natural wealth and to develop the economy of every 
country to greater advantage, expanding at rapid rates the 
industries fayoured by the conditions obtaining in the 
relevant country. This promotes the most rational utili- 
sation of productive capacities and skilled personnel, raises 
the technical level and the scale of production and helps 
to organise line and large-series production. 
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At present the fraternal countries face the task of further 
developing economically effective and stable specialisation 
and co-operation, notably in engineering, the chemical in- 
dustry, ferrous metallurgy and electronics. 

In agriculture the economic co-operation between the 
socialist countries and the development of the division of 
labour among them makes it possible to use the economic 
and natural conditions and the experience and traditions 
of the population of every country most effectively. In this 
way they achieve an increase in the output of agricultural 
products for internal consumption and for exports. The 
mutual co-ordination of the different sectors of agriculture, 
taking into account the natural conditions and requirements 
of the socialist countries, leads to a better supply of the 
population with foodstuffs and of industry with agricultural 
raw materials. All this helps to raise the living standard of 
the peoples in the socialist countries. 

Vital to the acceleration of technological progress in the 
socialist countries is the scientific and technological co- 
operation between them. The co-ordination of the efforts 
of the socialist countries in the field of theoretical and 
applied research and designing is becoming an important 
means of ensuring the rational utilisation of the resources 
of the world socialist system. The expansion of scientific 
and technological co-operation with other socialist countries 
goes hand in hand with an improyement of its methods, the 
development of the exchange of information on scientific 
and technological achievements, and of licences. 

The existence of the world socialist system enables 
socialist countries to solve complex economic tasks jointly. 
Thus the economic co-operation of socialist countries 
promotes the growth of the coal and engineering industries 
in Poland, the aluminium industry in Hungary, some sectors 
of engineering in Czechoslovakia and the German Ber 
cratic Republic. Soviet iron ore, Polish and Czechoslov were 
coke play an important role in developing metallurgy in t ; 
fraternal countries. Deliveries of machinery and equipmen 
from the Soviet Union, Poland, Czechoslovakia and the GDR 
help other socialist countries carry out their industrialisation 
programmes. 


A symbol of the economic co-operation between the 
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socialist countries is the construction of the giant Druzhba 
Oil Pipeline, which links the Soviet Union, Poland, the 
GDR, Czechoslovakia and Hungary. Oil from the V olga is 
carried by it to the banks of the Oder, Vistula and Danube. 
The delivery of oil along the pipeline costs only a fraction 
of the railway costs. Each country using the pipeline con- 
tributed its share to building this giant structure. 

The existence of the world socialist 
system, the development of eco- 
nomic co-operation between the 
socialist countries and of the inter- 
national socialist division of labour 
—all this has created the real possibility of eliminating the 
gap in economic and cultural development between the 
individual countries which they inherited from capitalism. 

The interstate relations of socialism are built on full 
equality of big and small countries. The mutual assistance 
and transference of experience, notably the mutual exchange 
of scientific and technological achievements, and the co- 
operation in the development of natural wealth ensure the 
approximation of the development levels of the countries in 
the world socialist system. 

The planned levelling of the economic development of 
the socialist countries is promoted by the fact that the 
countries, which lagged behind in economic respects under 
capitalism, advance particularly rapidly, notably in in- 
dustrial development. Thanks to this the share of these 
countries in important types of industrial output in the 
world socialist system as a whole is rapidly growing. 

Within the framework of the world socialist system the 
formerly backward countries have in a short span of time 
drawn considerably close to the level of the developed 
socialist countries, the stronger supporting the weaker. But 
the degree in the development of the productive forces in 
the socialist countries is as yet not the same. The rise and 
levelling of the general economic level of the socialist coun- 
tries is being achieved notably through the complete utilisa- 
tion by every country of its domestic resources, the im- 
provement of the forms and methods of economic manage- 
ment, the consistent application of the Leninist principles 
and methods of socialist management and the effective 
utilisation of the advantages of the world socialist system. 


Approximation of the 
levels of economic 
development of the 
socialist countries 
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3. ECONOMIC COMPETITION OF THE TWO WORLD 
ECONOMIC SYSTEMS 


Principle of peaceful 
coexistence between 
the two systems and 
economic competition 


The simultaneous existence of two 
opposing social systems is an indis- 
putable historical fact, an objective 
inevitability of the modern epoch. 
The transition from capitalism to socialism extends over a 
long period of history. During that period socialist states 
live side by side with capitalist states. The question arises 
what should be the relations between countries with 
different social systems. 

The socialist countries consistently follow the Leninist 
principle of peaceful coexistence between countries with 
different social systems. This principle proceeds from the 
assumption that the peoples in every country must them- 
selves choose their social system. Marxism-Leninism holds 
that every country makes the transition from capitalism to 
socialism only when the objective and subjective precondi- 
tions for such a transition have matured in it. Lenin em- 
phasised that Marxism had always denied the “pushing on” 
of revolutions, for they develop as the class contradictions 
giving birth to the revolution mature. 

At the same time it is obvious that the principle of 
peaceful coexistence is inapplicable to relations between 
oppressors and oppressed, that there can be no peaceful 
coexistence in the class struggle within the capitalist 
countries and in the national liberation struggle in the 
colonies and dependent countries, between socialist and 
bourgeois ideology. < 

The principle of peaceful coexistence between countries 
with different social systems involves the possibility and 
need for the development of normal economic relations be- 
tween the countries in question. The socialist countries 
therefore stand for the development of economic ties with 
the countries of the capitalist system on a mutually advan- 
tageous basis, without discrimination and without a restric- 
tion of the rights of either party. 

The coexistence between the two systems presupposes the 
peaceful economic competition between them. The competi- 
tion between the two systems embraces not only the 
economy but also other aspects of social life. But the 


391 
































economy is the main arena in which competition between 
the socialist and capitalist systems proceeds. 

In the course of its development 
the economic competition between 
the two systems passed through 
two principal stages. The first stage 
covers the period when the Soviet 
Union was the only socialist 
country in the world and had to compete against the whole 
capitalist world on its own. The second stage began when 
socialism went beyond a single country and the world so- 
cialist system emerged, when competition between socialism 
and capitalism became competition between the two world 
systems. 

The socialist system of economy that has asserted itself 
in the USSR demonstrated the irrefutable supremacy of 
socialism even in the first stages of the competition with 
capitalism. At the second stage the vast expansion of the 
geographical and economic scale of the competition be- 
tween the two world systems gave this competition a num- 
ber of important new features. The advantages and suc- 
cesses of socialism in the economic competition with capi- 
talism were thrown into bold relief. Now it is not only the 
economic victories of the Soviet Union but also the successes 
of economic construction in all countries of the socialist 
community, the new type of relations between them, that 
demonstrate the gigantic possibilities for the rapid upswing 
of the productive forces that are inherent in the socialist 
economic system. 

With the emergence of the world socialist system the 
constant change in the relation of forces to the detriment 
of capitalism and in favour of socialism is becoming more 
and more clearly evident. j 

The economic growth of the world socialist system shows 
that socialism is a higher form of society as compared 
with capitalism. While modern capitalism with its outmoded 
relations of production arrests the deyelopment of the 
modern productive forces, the socialist system and socialist 
production relations promote their development. 

In the conditions of the competition and struggle be- 
tween the two social systems the constant increment of the 
material forces of socialism is of extreme international 


Two main stages in 
the development 

of the economic 
competition between 
the two systems 
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importance. It is essential for the rapid achievement 
and consolidation of the victory over imperialism in all 
fields of social life—the economic, political, scientific 
and technological. 

The successes of socialism in eco- 
nomic competition with capitalism 
and the inevitable triumph of 
socialism in this competition is based on the fact that social- 
ism ensures growth rates of the productive forces unat- 
tainable under capitalism. 

The high rates of economic development is a general 
regularity in the countries progressing along the socialist 
road. In 1965 the industrial output of the socialist countries 
was almost ten times greater than the total produced there 
in 1937. During the same period the output of the capitalist 
countries grew only by 240 per cent. In 1965 the socialist 
countries raised their industrial output by 410 per cent 
over the 1950 level, while the capitalist countries increased 
their respective output by only 120 per cent. As a result of 
the high growth rates the share of the socialist countries in 
the total world industrial output is rapidly growing. The 
share of the socialist countries in the world industrial out- 
put was less than 3 per cent in 1917, less than 10 per cent 
in 1937, about 20 per cent in 1950, about 27 per cent in 1955 
and about 38 per cent in 1965. The Soviet Union alone now 
accounts for close on 20 per cent of the total world in- 
dustrial output. In 1965 the industrial output of the social- 
ist countries reached about 67 per cent of the total industrial 
output of the developed capitalist countries. 

The results of e between the USSR and the 
USA are no less indicative in this respect. In the twenty 
years from 1945 to 1965 the industrial output of the USSR 
has grown 760 per cent, that of the USA—100 per cent. 
The average yearly growth rate of industrial output was 
between 1946 and 1965 in the USSR—11.4 per cent, in the 
USA—3.6 per cent. The volume of industrial output in pre- 
revolutionary Russia was one-eighth of the US volume. In 
1950 Soviet industry produced less than 30 per cent of 
US output. In 1965 Soviet industriel output reached more 

nt of the US level. g i 
Pana Union consistently strengthens its positions 
in the economic competition with the main capitalist 
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countries. Events have demonstrated that the continuous 
expansion of production at high and stable rates is a regu- 
larity of socialist economy, an indisputable advantage of 
socialism over capitalism. 

The fulfilment of the five-year plan for 1966-70 will fur- 
ther raise the economic potential of the Soviet Union, which 
will mean a further shift in the relation of forces between 
socialism and capitalism in the world in favour of socialism. 
In the course of economic competi- 
tion between the two world social 
: systems an ever increasing role is 
being played by the rapidly expanding comprehensive 
economic co-operation of the socialist countries with the 
young sovereign countries that have risen on the ruins of 
the colonial empires. 

The existence of the world socialist system and the 
weakening of imperialism opens up before the peoples of 
these countries prospects of national revival, the liquidation 
of age-old backwardness and poverty, and the achievement 
of economic independence. Of enormous importance to the 
developing countries is the fact that socialism has taken 
the lead in economic development rates and has outstripped 
capitalism in a number of key fields of scientific and 
technological progress. Thanks to this, the former monopoly 
of the highly developed capitalist countries in the supply 
of means of production, aid, loans, credits, etc., has become 
a thing of the past. i J 

The former colonies and dependent countries, which have 
achieved political independence as a result of a long and 
persistent struggle, are obtaining ever increasing economic 
assistance and all-sided support from the socialist states. 
This aid is vital in solving the urgent problems they are 
facing in connection with overcoming the grim heritage of 
the colonial system. 3 
E E assistance being given to the developing countries 

y the Soviet Union and other socialist countries has no 
political or military strings attached to it. Socialist coun- 
ath in their economic contacts with the newly free people 
me = Strive for any privileges. The co-operation on mutu- 
w a ie terms between the socialist countries and 

e peoples who have embarked on the road of independent 
development is rapidly Progressing on this basis. 


Economie aid to 
developing countries 
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The countries of the world socialist system supply the 
young developing countries with the necessary equipment 
and other commodities, grant them credits for the purchase 
of equipment and the payment of technical assistance on 
easy terms. 

The Soviet Union as a leading industrial power, renders 
the developing countries comprehensive assistance in setting 
up the economic basis of their independence, in developing 
their industry and raising their national economies, which 
are necessary conditions for advancing the living standard 
of their populations. 

Soviet economic and technological assistance embraces 
the construction of hundreds of industrial and agricultural 
enterprises and other objects in the young countries. 

The five-year plan provides for the expansion of economic 
co-operation with the developing countries by strengthening 
trade ties and rendering them economic and technological 
assistance in reinforcing the independence of their national 
economies. ; 

To the developing countries the friendly relations with 
the Soviet Union and other socialist states are a decisive 
factor in strengthening their freedom and independence 
and in their development along the road of social progress. 
As distinct from the imperialist powers, which are franti- 
cally attempting to subjugate the peoples once again, the 
countries of the world socialist system support the great 
process of liberation of peoples from colonial slavery, dis- 
cerning here one of the main preconditions for the decline 


of capitalist exploitation. 
REVISION QUESTIONS 


1. What are the advantages of the world socialist system 


ver the world capitalist system? i : 
2. What are the oan forms of the economic co-operation 


between the socialist countries? , i a 
3. What is the meaning of the economic competition be- 


tween the two world systems? 


























Chapter XVIII 
FROM SOCIALISM TO COMMUNISM 


1. TWO PHASES OF COMMUNISM 


General features 
and specifics of 
socialism and 
communism 


Socialist and communist teachings 
were for a long time no more than 
utopias. The champions of these 
aon teachings argued which of the two 
principles was better: “From each according to his ability, 
to each according to his needs”, or “From each according 
to his ability, to each according to his work”. These 
arguments could not be fruitful because they did not rest 
on a scientific basis. i 

_ Only the founders of Marxism, having transformed so- 
cialism from a utopia into a science discovered the genuine 
relations between socialism and communism. They showed 
that society comes to communism not through the discov- 
ery of the best principle but as a result of objective laws 
of development. ; 

Socialism emerges and develops on the basis of elements 
prepared by capitalism. After the abolition of exploitation 
of man by man society has to be guided for some time by 
the principle “From each according to his ability, to each 
according to his work”. But this is not the end of its devel- 
opment. It progresses to a system under which society will 
be able to implement the principle “From each according 
to his ability, to each according to his needs”. 

The founders of Marxism disclosed the scientific differ- 
ence between socialism and communism. They showed that 
these are two stages, two consecutive phases, two steps 
in the economic maturity of communist society: socialism 
is the lower stage, communism the higher. There is no 
wall between the two. Socialism in the course of its develop- 
ment logically grows into communism. 
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Socialism is the first, or lower, phase of communist 
society. The word “communism” can be used to describe 
this formation because the means of production are pub- 
licly owned. But it is not full communism. In the first phase 
communism is not yet economically mature and not yet 
free of the traditions or residium of capitalism. Socialism 
grows on the basis inherited from capitalism. Socialism 
effects gigantic historic transformations, yet, nonetheless, 
it still has the birthmarks of the old society, from the 
womb of which it emerged. 

Socialist society as the first phase of communism is 
characterised, first, by the fact that the means of produc- 
tion are no longer privately owned but are public property, 
and, secondly, by the fact that each worker is remunerated 
by society in accordance with the quantity and quality of 
the labour he spends on social production. 

Socialism, having smashed the exploitation of man by 
man, has rooted out age-old social injustice. 

Socialism makes all members equal as regards the owner- 
ship of the means of production. Owing to this, conditions 
arise for the first time in the history of mankind in which 
the growth of the productive forces and the multiplication 
of the social wealth benefits all members of society. The 
experience of the Soviet Union and of all socialist countries 
has demonstrated that in socialist society the expansion of 
production unavoidably leads to the steady growth of the 
people’s welfare and living standard. Thus socialism creates 
a sound basis for the people’s fortune. ; 

Under the socialist system all able-bodied members of 

society work and are remunerated by society for their work 
in accordance with its quantity and quality. But not all 
people are the same. Some are stronger, others weaker, some 
are married, others single, some have more children, others 
less. Therefore the socialist rule: equal pay for equal on 
—does not as yet ensure full equality, full justice. Such ful 
justice is achieved only at the higher phase of tone 
when the principle “From eee auenesias ability, to 
ea according to his needs” is imp! : 
: While the socialist law of distribution according to en 
is in operation, there will inevitably exist a certain en Š 
ity among the members of society. These origem =, 
equality are fully eliminated under communism, Wh 
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transition from the distribution according to labour to the 
distribution according to requirements. 

The building of communism will bring full social equality 
of all members of society. High labour productivity on the 
basis of rapid scientific and technological progress will 
create an abundance of material and spiritual wealth, which 
will open up the possibility of effecting the great principle 
of communism “From each according to his ability, to 
each according to his needs”. The aim of communist 
production consists in ensuring the steady progress of 
society, in providing each member of society with the ma- 
terial and cultural benefits in accordance with his growing 
requirements, his individual demands and tastes. 

When we speak of the satisfaction of the requirements of 
people, we do not have in mind their whims, but the sane 
requirements of cultured people. 

At the present level of the development of the social 
productive forces the requirements of people for means of 
subsistence are not unlimited. People cannot eat more than 
is required without damaging their health. At the same time 
people have requirements which naturally grow with the 
development of the productive forces. For example, the 
enormous expansion of the production of polymer materials, 
synthetic fibres, plastics, etc., evolves the requirement for 
new and more comfortable and elegant clothes and footwear 
produced from these materials. The development of televi- 
sion gives birth to the requirement for TV sets. The building 
of ever more comfortable and well-appointed houses puts 
ae pressure on housing. 

nder communism there will be a parti y i 
growth of the social requirements of ai perrciveme 
for the joint upbringing of children, for providing services 
and amenities, cultural recreation and the joint utilisation 
of the treasures of human culture. The growth in the require- 
ments will in turn serve as a stimulus for the uninterrupted 
pe elie growth of society’s productive forces. 

. i building of communist society is the ultimate aim 
e revolutionary struggle of the working class, the 
epee goal of the Marxist-Leninist Party. 
eee completion of the building of socialism in the 
ee ge lon it embarked on a new stage of its historical 
elopment, the stage of the building of the higher phase 
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of communism. Now the building of communism has become 
the immediate practical task of the Soviet people. 

In the Programme of the CPSU communism is character- 
ised as a classless social system with a single public owner- 
ship of the means of production, full social equality between 
all members of society, where the all-round development of 
people will go hand in hand with the development of the pro- 
ductive forces on the basis of constantly developing science 
and technology, where all sources of public wealth will be 
abundant and the great principle “From each according 
to his ability, to each according to his requirements” will 
be implemented. Communism is a highly organised society 
of free and conscious labouring people, in which there will 
be social self-government, where labour for the good of 
society will become a prime vital requirement, a compre- 
hended need, where the abilities of each will be used to the 
greatest benefit of the people. The slogan of the Communist 
Party—“All for the benefit of man, for the good of man” 
will be fully implemented. 

Pointing out that from capitalism 
mankind can pass directly only to 
socialism, Lenin emphasised that 
the Communist Party looks further 
ahead, that socialism must inevitably gradually grow into 
communism. He pointed out that in beginning socialist 
transformations we must clearly picture the aim to which 
these transformations will ultimately lead. This aim is the 
creation of communist society. 

The growing of socialism into communism is a natural 
process. Communism can develop only where socialism has 
firmly asserted itself. The transition to communism is 
effected through the steady growth, development and 
strengthening of the foundations of socialist society. The 
flourishing of the socialist system creates all preconditions 
essential for the gradual transition to the highest phase of 
communism. This transition is effected in the order and at 
the rate at which its preconditions accumulate and develop. 

For communism to be built there must be the following 
conditions: a high level of the productive forces of socialist 
society, an advance of the people’s welfare, an improvement 
of the production relations and a growth in the conscious- 
ness, the ideological and political level of all members of 


The growing of 
socialism into 
communism 
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society. These conditions are created through building the 
material and technical basis of communism, the formation 
of communist social relations, the education of the New 
Man. All these conditions are indissolubly interlinked. 

The chief condition ensuring the abundance of material 
and spiritual wealth for the people is the creation of the 
material basis of communism. 

On the threshold of the socialist revolution, Lenin wrote 
that the political differences between the first, or lower, 
and the higher phase of communism would as time passed 
probably become enormous. At the same time he empha- 
sised that only socialism will usher in the rapid, genuine 
advance in all spheres of social life, in which the masses 
will participate, the bulk of the population, and finally the 
whole population. This unusually rapid advance in all 
spheres of life is already taking place in the countries of the 
world socialist system. 

The period of building communism in the Soviet Union is 

characterised by a powerful growth of the economy and 
culture, the maturing of all conditions for the achievement 
of full communism. The active and conscious participation 
of millions and millions of people in the building of com- 
munist society opens up the possibility for the accelerated 
growing over of socialism into communism. A key condition 
for this growing over is the high development of material 
production and the rapid development. of the productive 
forces. 
Communism is the highest form of 
social organisation. It is a society 
that has achieved enormous mas- 
tery over the forces of nature. It will have powerful pro- 
ductive forces unprecedented in history before. The 
gigantic growth of production creates an abundance of 
material and spiritual wealth necessary for the full satisfac- 
tion of the people’s rapidly growing requirements. 

Communism puts an end to the division of society into 
classes. The socio-economic distinctions and the differences 
in the way of life between the urban and the rural popula- 
tion will fade away. The countryside will rise to the level 
of the town as regards the development of the productive 
forces, the character of labour, the forms of production 
relations, the degree of welfare, culture and the way of life 


Highest form of 
social organisation 
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of the population. There will be an organic fusion of physi- 
cal and mental labour. The people engaged in physical la- 
bour will in cultural and technological respects rise to the 
level of the workers of mental labour. As a result the intel- 
ligentsia will stop being a separate social layer. 

Communism is the highest stage of the planned organisa- 
tion of all of social economy. It ensures the most effective 
and most rational utilisation of the material wealth and of 
the labour resources for the satisfaction of the growing re- 
quirements of the members of society. 

The unprecedented development of the technology of 
production and the enormous cultural advance of the people 
in communist society will change the nature of labour. La- 
bour will no longer be only a means of livelihood and will 
become the prime vital requirement of man. 

As distinct from all other preceding socio-economic for- 
mations communist society is built through the conscious 
activity of the popular masses, headed by the Marxist- 
Leninist Party. The Party directs the whole work of the 
builders of communism, lends it a planned, organised, and 
scientific nature. The Communist Party fulfils this role as 
the vanguard of the whole Soviet people, a vanguard that 
is strong by virtue of its close links with the broadest 
masses of the working people, its powerful weapon, 
Marxism-Leninism, the most progressive scientific theory, 
and its mastery of the laws of social development. 


2. CREATION OF THE MATERIAL AND TECHNICAL 
BASIS OF COMMUNISM 


The main economic 
task of the Party 
and people 


The building of the material and 
technical basis of communism is 
the main economic task of the 
Party and the people. The Programme of the CPSU euor 
out that the building of the material and technical basis 0 
communism means complete electrification of the country 
and perfection on this basis of the techniques, sen Spee 
and organisation of social production in all the fields of x e 
national economy; comprehensive mechanisation of prod uc 
tion operations and a growing degree of their automation; 
widespread use of chemistry in the national economy; 
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vigorous development of new, economically effective bran- 
ches of production, new types of power and new materials: 
all-round and rational utilisation of natural, material and 
labour resources; organic fusion of science and production 
and rapid scientific and technical progress; a high cultural 
and technical level for the working people; and substantial 
superiority over the more developed capitalist countries 
in labour productivity, which constitutes the most impor- 
tant prerequisite for the victory of the communist system. 

In aggregate these main tasks characterise the scien- 
tifically based plan for the comprehensive development of 
the productive forces of socialist society. 

The material basis of communism grows out of the 
material and technical basis of socialism through its rapid 
development, consolidation and comprehensive improve- 
ment. But this is not only a quantitative growth, it is at the 
same time a leap made in the course of the development 
of the social productive forces, a transition to a new 
quality. 

The transition from socialism to communism is a contin- 
uous process. This means that building the material 
and technical basis of communism is also a continuous 
process. 

4 Creating the material and technical basis of communism 
is the main economic task of the Party and the Soviet people 
throughout the whole period of building communist 
society. The relations of production improve in step with 
the successes in developing the productive forces of social- 
ism. Such features of communism as more efficient organi- 
sation, the improvement of economic management become 
ever more apparent. The rapid development of the pro- 
ductive forces and the improvement of the production 
relations of socialism raise the productivity of social labour 
and the effectiveness of social production. The material 
Re SIS a level of the people constantly grows 
i The a of the creation of the material and technical 
o oi communism is being accomplished in the Soviet 
maion at a time when mankind is entering the period of 

e greatest ever scientific and technical revolution. This 
revolution is a logical outcome of the whole preceding de- 
velopment of science and technology. It is linked with har- 
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nessing nuclear energy, the conquest of space, the develop- 
ment of chemistry, the automation of production and other 
enormous achievements of science and technology. 

Only socialism is able to use the fruits of scientific and 
echnological revolution in the interests of society. This 
revolution opens up unlimited prospects for the further 
extension of the power of man over nature. It marks a 
qualitatively new stage in the development of the produc- 
ive forces of society. 

It is common knowledge that the productive forces are 
he aggregate means of production and human labour 
power. The means of production in turn embrace the means 
of labour and the objects of labour. 

Modern means of labour are first and foremost machines. 
The growth of a large-scale machine industry presupposes 
he development of power sources, the perfection of the 
instruments of labour and the objects of labour. 

Accordingly, we can distinguish 
Main trends of three basic trends in technological 
technological progress in the present period. 
pr tt This is first, the revolution in 
power sources. It is connected above of all with the complete 
electrification of the country, the peaceful utilisation of 
atomic energy, and in future, the possibility of utilising ther- 
monuclear energy. 

Second, it is the revolution in the field of the instruments 
of labour. It is connected with the automation of production 
leading to the creation of automatic machines systems. 

Third, it is the revolution in the field of the objects of 
labour. It is linked with the rapid development of the chem- 
ical industry. Of particular importance is the production 
of synthetic polymer materials with preliminarily deter- 
mined properties. 2 

These main directions of present-day technological prog- 
ress point to the enormous leap in the development of the 
productive forces. There is now the possibility of freeing the 
production process from the confines in which it was con- 


strained up to the present. 
As a result of the presen 
revolution the progress of pro 
on natural conditions which until 1 
insuperable. Among these conditions were firs 





t scientific and technological 
duction will no longer depend 
recently were more or less 
t of all the 
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limited power resources (mineral fuel and hydro-power 
resources). These are furthermore the limits of man’s natu- 
ral senses (his limited eyesight, hearing, etc.). These are 
finally the limited objects of labour found in a ready form 
in nature. i 

The utilisation of atomic and especially of thermonuclear 
energy for peaceful purposes opens up practically inexhausti- 
ble power sources. Automation, tending to become the 
main means for managing, production processes, opens up 
the possibility for the unlimited growth of labour produc- 
tivity. At the same time it serves as a condition for the 
organisation of new productions based on the utilisation of 
super-high temperatures, pressures and speeds. Chemistry, 
many of whose products were still recently considered 
substitutes, now supplies new materials that are indispens- 
able for technological progress. 

The material and technical basis of communism will be 
an aggregate of automatic systems of self-regulating ma- 
chines in all spheres of production, using ever new materials 
and operated by electricity and atomic power, and in future 
by thermonuclear power. Such a material and technical 
basis will be able to develop at an unprecedented rate, en- 
suring a gigantic growth of social wealth while substantially 
reducing working time and radically changing the nature 
of labour, which will become a creative activity in all its 
forms. P 

Crucial to the creation of the material and technical basis 
of communism are the outstanding successes of Soviet 
science at present in the forefront of space research, nuclear 
physics, mathematics, electronics, radio engineering, metal- 
lurgy, rocketry, aircraft construction and many other fields 
of creative endeavour. : 

The new five-year plan is an important stage in the 
struggle of the Party and the Soviet people for the creation 
of the material and technical basis of communism and the 
further strengthening of the economic and defence potential 
of the Soviet Union. The main directions of the five-year 
plan reflect the basic trends of the modern scientific “and 
technical revolution, outstanding discoveries in the field 
of physics, chemistry, mathematics, cybernetics, biology and 
the other sciences. The main tasks of the five-year plan 
are part of a scientifically planned programme for develop- 
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ing the productive forces of Soviet society and perfecting 
socialist production relations, drawing them closer to 
those of communism. 


Electrification of the country is the 
Complete | backbone of the material and 
electrification technical basis of communism. 
of the country = y 2 

Lenin pointed out that communism 
is the Soviet power plus the electrification of the whole 
country. 

Electrification plays the leading role in the development 
of all branches of the economy, in the development of the 
country along the road to technological progress. The prior- 
ity growth of the production of electric power is the most 
important condition for the rapid rise in industrial and 
agricultural production. Cheap electric power will promote 
the rapid development of the power-intensive industries. 
Mass electrification will leave its imprint on transport, 
agriculture and the way of life of the urban and rural popu- 
lation. 

Lenin’s idea of the electrification of the whole country is 
decisive for the new five-year plan. The production of 
electric power will grow in the five years by about 70 per 
cent, while the general volume of industrial output will 
grow by 47 to 50 per cent. The plan provides for the building 
of large thermal power and hydroelectric power statiohs. 
The single power grid in the European part of the USSR 
will be completed. Construction is to be started of high- 
voltage lines to transmit the electric power from the eastern 
parts of the country to the European part of the USSR. 

The further tasks for the development of the material and 
technical basis of communism will demand an even more 
rapid growth of the power industry. This growth will be 
ensured by the extensive utilisation, in addition to the old 
sources of power, of new sources of power—atomic and 
nuclear power. ` ; 

In the field of the peaceful uses of atomic energy the 
Soviet Union already holds leading positions in the world. 
The first commercial atomic power station in the world was 
built and commissioned in the Soviet Union in 1954. The 
Lenin, the first atomic ice-breaker was also built in the 


Soviet Union. A number of other atomic power stations 
have been built since. 
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The growth of the atomic power industry makes it pos- 
sible to solve two major tasks simultaneously. First, the 
electric power being supplied by atomic power stations 
will eventually be much cheaper than any other power. Sec- 
ondly, the growth of the atomic power industry will save 
coal, oil and gas for utilisation as raw materials for the 
chemical industry. 

The control of nuclear synthesis reaction tenders vast 
prospects for the development of the power basis of produc- 
tion. The solution of the problem of controlling thermonu- 
clear reactions has been placed on the agenda of Soviet 
science. Among its tasks is also the discovery of methods for 
the direct transformation of thermal, nuclear, solar and 
chemical energy into electric power. The solution of 
this task will supply Soviet society with inexhaustible 
power reserves. 

The creation of the material and 


Compre ena poi technical basis of communism 
automation presupposes comprehensive 
of production mechanisation and automation of 


production. This is the general 
trend of technological progress, one of the decisive factors 
for rapid economic growth, the main condition for a steep 
rise in labour productivity. 

‘The mechanisation of the labour-intensive branches is 
effected even while the material and technical basis of 
socialism is being built. At first, however, mechanisation 
embraces only basic production processes, while in a num- 
ber of other production processes, notably the auxiliary 
ones, use is still made of manual work of low productivity. 

In creating the material and technical basis of commu- 
nism the task of comprehensive mechanisation, embracing 
all stages of production, is a pressing one. Comprehensive 
mechanisation provides the greatest effect: it leads to the 
elimination of manual labour in the basic and auxiliary 
processes (the transportation of raw materials, fuel and 
finished articles, finishing, packing, etc.). i 
: The automation of production is the natural continua- 
tion and completion of comprehensive mechanisation. At 
the same time it introduces a qualitatively new stage in 
technological progress. Under mechanisation the control 
of the technological process, and also of separate machines 
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and operations is still man’s work. Under automation these 
functions, embracing also regulation and supervision, are 
all machine work. Under full, comprehensive automation, 
machines control other machines. 

The modern development of science and technology, 
especially of electronics and calculating techniques, makes 
it possible to create computing systems able to fulfil the 
most complicated tasks of automatic production control, 
many functions in research work, plan computations, and 
computations in accounting, statistics and management. 

These systems not only replace human labour in the field 
of control, regulation and management of production proc- 
esses but do this work much better than people. They 
operate with a speed and accuracy man can never attain. 
Furthermore they work in conditions in which people are 
unable to work, for example in harmful ambient conditions, 
owing to high temperatures and pressures, radioactivity, etc. 
Many modern industries would be inconceivable without 
automation. Such is the peaceful use of atomic energy, a 
number of chemical industries, etc. , 

Automation first embraces separate production operations 
and processes. Automatic lathes appear, then automatic 
lines, incorporating a series of lathes, But the trend of de- 
velopment is comprehensive automation, which means the 
automation not only of the basic production processes but 

also of auxiliary operations. 
In the Soviet Union there are already many fully auto- 


mated factories, where automation is closely linked with 


telemechanics, making it possible to control production 
per cent of all district 


processes at a distance. About 50 t 
hydroelectric power stations are controlled from co-ordina- 
tor’s points of the power grid by telemechanics or from the 
basic power stations in the chain. For example, the Rybinsk 
station is controlled from the co-ordinator’s switchboard 
located at a distance of 300 kilom eoni the Tsymlyansk 

ion from a distance of over 100 ilometres. E 
AE operating conditions of fully automated peiie 
power stations are controlled by automatic see e ic 
switch separate units on and off as the need arises. In pee 
of trouble they switch off the damaged unit and cut E d se 
stand-by unit and at the same time send an immedia 
signal to the central distribution switchboard. 
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The possibilities of telemechanics are really inexhaustible, 
Proof of this were the world-acclaimed successes of the 
Soviet Union in discovering the mysteries of space and the 
historic flights of Soviet cosmonauts. These achievements 
are admired by people all over the world. 

Automation penetrates not only industry but also agri- 
culture. 

Modern technical means are called upon to play an in- 
creasing role in managing the national economy. The use 
of electronic computers in combination with means of com- 
munications, passing on information from enterprises, will 
help to improve the operational management of industry, 
construction and transport. Electronic computer techniques 
are able to make various engineering, economic, financial 
computations, to automate accounting. The introduction of 
these techniques into the system of management will have 
an enormous economic effect. 

Improved technology is linked with the spread of more 
progressive forms of the organisation of production. This 
means a further development of specialisation and co- 
operation of enterprises, the growth of combination of pro- 
duction and the introduction of mass production. At the 
same time the improvement of the organisational forms of 
production creates more favourable conditions for further 
rapid progress in the field of equipment and technology. 
Chemistry in The creation: of the material and 
thie econiémy, technical basis of communism pre- 

supposes a wide introduction of 


chemistry into the economy. The utilisation of highly 
effective materials being produced by the chemical industry, 
the utilisation of chemical methods will play an ever in- 
creasing role in production, f 

The rapid development of chemistry, its introduction 


into industry and everyday life are characteristic 
of modern technical progress. Marx foresaw that v 
development of science and technology, with the mastery 
of chemical methods and reactions, mechanical technology 
would to an ever greater extent give way to chemical 
technology , which would help to obtain “an enormous 
economy of labour. 

The utilisation of chemical methods reveals new useful 
properties in things and helps to use raw materials in the 
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most comprehensive, i.e., in the most useful way. The in- 
troduction of chemistry into technology, the utilisation of 
synthetic materials give an enormous effect in many 
branches of the national economy. 

The achievements of modern chemistry have considerably 
extended the possibilities of the growth of the national 
wealth. The successes of modern chemistry of organic 
synthesis have shown the practical possibility of obtaining 
a great many new products, more perfect and cheap means 
of production and consumer goods. These are various 
plastics, textile fibres, new kinds of glass, synthetic fuels, 
fats, pharmaceutical preparations. It is not a question of 
substituting materials found in nature, but of new products 
which are far superior to the former types of raw materials 
as regards their various properties and the possibility of 
their utilisation in production. 

Chemistry produces materials of great purity, which are 
needed for building large atomic power stations and for 
portable semi-conductor radio sets. Therefore, the devel- 
opment of chemistry is an essential condition, without 
which there can be no further development of engineering, 
rocketry, radio-electronics, atomic production, light and 
other industries. 

The use of polymer materials makes the economy of 
labour readily practicable. In the near future the industry 
of synthetic materials will begin to compete with metallurgy 
both as regards the volume of output and the diversity of 
the application of its products. It is common knowledge 
that the working of metals requires more people and more 
labour than their smelting. The replacement of ferrous 
metals by polymer materials is economically advantageous 
to an enormous extent. : 

Marx pointed out that chemistry forms the direct 
scientific basis of agriculture. The achievement of abundance 
of consumer goods presupposes the extensive chemicalisa- 
tion of agriculture. d 

The volt development of the chemical industry demands 
that complex mechanisation and automation of porma 
processes be introduced. Modern chemical ligio TEAR s 
processes cannot be regulated and controlled wi 
automatic devices. The automation of production processes, 


that opens up a wide scope for increasing labour produc- 
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tivity, in all industries, in the chemical industry is dictated 
by the prevailing conditions of production. 

In this way, chemistry is a powerful spur to technological 
progress, called upon to accelerate the creation of the 
material and technical basis of communism. 

The new five-year plan provides for high development 

rates in the chemical industry. Particularly rapid will be 
the growth of the production of mineral fertilisers, chemical 
fibres, plastics, synthetic resins, synthetic rubber and other 
products of organic synthesis, detergents and household 
articles. In five years the output of mineral fertilisers is to 
increase from 31.3 million to 62-65 million tons a year, of 
plastics and synthetic resins from 821,000 to 2,100,000- 
2,300,000 tons, of chemical fibre from 407,000 to 780,000- 
830,000 tons. The production of synthetic materials for the 
manufacture of fabrics, knitwear and artificial fur will be 
considerably expanded. 
In creating the material and 
technical basis of communism an 
enormous role is played by the 
further growth of the role of science in economic develop- 
ment. Modern technological progress is based on the suc- 
cesses of the natural and technical sciences. The achieve- 
ments of advanced science, developing in close contact 
with the practice of communist construction, are being ever 
more extensively applied in production techniques. 

Science is becoming the decisive factor in the development 
of the productive forces. Scientific and technological prog- 
ress opens up the possibility for the most effective utilisa- 
tion of the wealth and the forces of nature in the interests 
of the people, finds new kinds of energy, creates new kinds 
of materials and works out methods for influencing climatic 
conditions, and mastering space. 

Human development advances ever increasing demands 
on the scale, subjects, level and rate of research in physics, 
mathematics, chemistry, mechanics, and many other applied 
sciences. The greatest technological achievements of the 
present age are a result of the indissoluble unity of science, 
technology and industry. Technological discoveries embody 
the results of extensive scientific and technological research. 
At the same time the introduction of these discoveries into 


Science as a direct 
productive force 
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practice demands the presence of a relevant highly in- 
dustrial basis. 

The socialist system ensures the most favourable condi- 
tions for fruitful scientific work. A ramified network of 
research institutes has been set up in the Soviet Union and 
has been fitted out with the latest equipment. The Soviet 
Government invests considerable funds in the development 
of research institutes, experimental stations, pivot plants 
and design bureaus. The Soviet Union has achieved 
outstanding scientific and technical triumphs and has 
become the world leader in a number of important fields 
of knowledge. Soviet science has made an enormous con- 
tribution to technological progress in all fields of the 
economy. 

To create the material and technical basis of communism 
science must develop at an even more rapid rate. In the 
process of the building of that basis, science, as predicted 
by Marx, becomes to an ever greater degree a direct pro- 
ductive force. Production gradually becomes the techno- 
logical application of modern science. 

The acceleration of scientific and technological progress 
presumes the extensive development of scientific research, 
the rapid utilisation of its results in production and the 
utilisation of inventions. Science plays an enormous role in 
the growth of the productivity of social labour, and in rais- 
ing the effectiveness of production. The development of 
science and the rapid introduction of its results in the 
economy strengthen socialism’s positions in the economic 


competition between the two systems. _ 
As was mentioned above com- 


munism is a classless social system 
with a single ownership of the 
means of production belonging to the whole people. In the 
process of communist construction the two forms of socialist 
property will gradually draw closer together and per isid 
fuse into a single communist one. The formation of a single 
communist property is effected through the growth, 
strengthening and improvement both of state property 
(that of the whole people) and of collective farm co- 
operative property. 

In socialist society the pro 


The road to a single 
communist property 


perty of the whole people 
is the basis of the livelihood of the whole population, in- 
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cluding the collective farmers. At the same time the devel- 
opment and strengthening of the collective farm system lead 
to the emergence and strengthening of the features that 
are typical of the property of the whole people. 

The merger of collective farm-co-operative property and 
the property of the whole people will proceed not as a result 
of the liquidation of the former but through a rise in the 
level of its socialisation with the assistance of the socialist 
state. Collective farm property does not put a brake on the 
development of the productive forces of socialist society 
towards communism, towards the creation of its material 
and technical basis, but promotes this process in every way. 

The road leading to the rapprochement of the two forms 
of property is at the same time the road leading millions of 
peasants towards communism. The rapprochement of the 
two forms of socialist property and the transformation of 
the agricultural labour of the collective farmers into a 
variant of industrial labour will mean that the distinctions 
between workers and peasants will gradually fade away. 
This will put an end to the socio-economic and cultural 
distinctions between town and country. It will be one of the 
most important results of communist construction. 

Throughout the period of communist construction a class- 
less communist society of free and conscious labouring 
people is being created. 

The fading away of the distinctions between the classes 
is a gradual and lengthy process. It leads to an ever greater 
social homogeneity. The liquidation of all class distinctions 
will be completed with the building of a full communist 
society. 

A In explaining the difference be- 
The growing of Te tween the two phases of communist 
communist labour society, Lenin pointed out that 
socialism presupposes social labour 
combined with strict accounting, control and supervision on 
the part of the organised vanguard, the progressive part of 
the working people, and defining the measure of labour 
and its remuneration. Communism is a system in which 
people are used to carry out their social obligations without 
a special apparatus of coercion, in which work, free of 
charge, for the common good becomes universal. 
The gigantic, unprecedented growth of the productive 
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forces serves as a basis for building communism. The crea- 
tion of the material and technical basis of communism 
radically changes the conditions of labour. Comprehensive 
mechanisation and automation of production serves as the 
material basis for the gradual growth of socialist labour 
into communist labour. 

New equipment and technology of production is a firm 
foundation for the enormous rise in the cultural and 
technical level of the working people, for the gradual draw- 
ing closer of physical and mental labour, and eventually for 
the complete fading away of the distinctions between them. 
At the same time the growth in the cultural level of the 
working people, the rise of their technical knowledge under 
socialism serves as a powerful driving force further acceler- 
ating technological progress. 

The development of new technology will be used for a 
radical improvement and lightening of labour conditions for 
Soviet people, cuts in working hours and the improvement 
of amenities, the elimination of hard physical labour and 
later of all unskilled labour. 

During the period of communist construction labour be- 
comes the prime vital necessity of man. This transformation 
is logical and is a natural result of the radical transforma- 
tions which mark the building of communism. It embraces 
both the material sphere and the spiritual life of society and 
is being prepared by the whole course of the development 
of socialist production relations, the process of their trans- 
formation into communist production relations. 

The enormous successes in the development of the pro- 
ductive forces and production relations will create a sound 
basis for the transformation of labour into the prime vital 
necessity of man. On this basis a truly communist attitude 
towards labour will develop in all members of society. T. he 
cnormous work of the communist education of the working 
people—through the best examples of labour and manage- 
ment of the public economy—will not fail to bear fruit. 
Labour will no longer be only a means of subsistence 
but will become a truly creative activity, a source of 

oy. sos 
; Every will voluntarily and consciously parügipate 
in production to create the wealth for himself and for the 
welfare of society. Owing to the changed nature of labour 
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and to the abundance of equipment, and also to the high 
level of consciousness, there will develop an internal re- 
quirement in people to work according to their inclinations 
for the good of society. People will not be able to 
live without participating in creative, constructive labour, 
just as they are unable to live without air. Labour 
according to ability will become a habit, the prime 
vital necessity of man. 

Building communist society in- 
cludes, in addition to the develop- 
ment of the productive forces and 
the improvement in the production 
relations, the education of the New Man—the builder of 
communism. The education of all working people in the 
spirit of devotion to communism, the education of a com- 
munist attitude towards labour and towards the social 
economy, the final extinction of the remnants of bour- 
geois attitudes and morals is one of the most important con- 
ditions for the successful struggle for communism. Of special 
importance is the communist education of the young—the 
future builders of communist society. 

The moulding of the New Man, as pointed out in the 
Programme of the CPSU, proceeds as the working people 
actively participate in communist construction and as com- 
munist principles in economic and social life develop 
through the educational activities of the Party, the state 
and mass organisations. All means of ideological work— 
the press and radio, the cinema and TV—are called upon 
to play an important role in the communist education of 
the working people. Of great importance in working out a 
communist world outlook are science and the arts. Marxism- 
Leninism, as an integral and harmonious system of philo- 
sophical, economic and socio-political views, serves as a 
basis for the formation of a scientific world outlook in all 
the working people of Soviet society. 

Thus, in addition to the material conditions for the im- 
plementation of the higher phase of communism there must 
be definite mental preconditions, which involve the educa- 
tion of the New Man, fit to be a member of communist 
society. In the process of building communism the 
significance of the communist education of the working 
masses increases immeasurably, since they are the main 


Communist education 
of the working 
people 
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productive force of society, since they are the builders of 
communist society. 


REVISION QUESTIONS 


1. What are the common features and differences be- 

tween the two phases of communism? 

What are the main directions for the creation of the 

material and technical basis of communism? 

3. What is the essence of the communist education of 
the working people? 
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